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The main purpose of the present brochure is to study the 
formation and the features of Indian monopoly capital. Since 
Indian monopoly capital developed and is still operating 
under the aegis of British finance-capital, the latter 
necessarily comes within the scope of the present study as the 
historical settings to Indian monopoly capital. It may be safely 
presumed that readers are well acquainted with the historical 
role of British finance-capital in India, of which it may be 
stated in parenthesis—the best exposition is given'in India 
Today by R. P. Dutt (P. P. H., Bombay). The stranglehold of 
British capital over India’s economy is, therefore, dealt with 
here in a more or less summary fashion, so that the attention 
may be better focussed on the new, emerging Indian monopoly 
capital. 

In order to understand the real character of Indian 
monopoly capital, a study of its base is absolutely necessary. 
The following paragraphs provide a brief account of the 
agricultural and industrial base on which the superstructure 
of Indian monopoly capital has developed. 

India is a predominantly agricultural country, where culti¬ 
vation is carried on by the rack-rented, debt-ridden peasantry 
oh minute-scale uneconomic holdings. 

According to the latest census (1951) figures, out of a 
total population of 356*7 million, 249*1 million or about 70% 
depend for their livelihood pn agriculture. Out of this, 44*8 
million or 18% are landless labourers and another 31*6 
million or 12% do not wholly or mainly own any land. 

The minute scale of Indian agriculture can be seen from 



( ii ) 


the £act that according to the offidiJ data, 83% of the holdings 
in Uttar Pradesh are below 5 acres in area ; so also are 64% 
in the Punjab (undivided), 49% in Bombay, 71% in Bengal 
(undivided). In Madras, 74% of the holdup have an 
average area of 2*4 acres only. (Final Report of the Famine 
Enquiry Commission, pp. 254'57) 

It is no wonder then that even according to the official 
statistics, the agricultural yield has been historically decreasing 
and at a fast rate. 

Average Yield of Rice per acre in lbs. 

Average of 1914-15 to 1918-19 ... 982 

Average of 1926-27 to 1930-31 ... 851 

Average of 1931-32 to 1935-36 ... 829 

1938-39 . 728 

(Technological Possibilitks of Agricultural Development in India 
by W. Burns, Government of India, p. 55) 

According to the figures published in the Government of 
India’s First Five-Year Plan, “in terms of yield per acre, this 
suggests a decrease from 619 lbs to 565 lbs” during the three 
years ending 1949-50, compared with the per-war yeild. 
(First Five-Year Plan, Government of India, p. 76) 

It is with this growingly bankrupt agriculture as the base, 
that a thin layer of large-scale industry has developed in 
India. 

In 1948, the total number of labour force employed in 
Indian Union including the Princely States did not pass the 6 
million mark. They were distributed as follows among 
various branches : 

Branches (In thousand) 

Factories 2889 ' 

Mines 500 
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Railways 

a 900 

Post &. Telegraph 

150 

Central Public Works Department 

100 

Potts 

60 

Seamen 

300* 

Plantations 

1150 

Total 

6049 


♦ 

(Indian Labour Year Book, 1949-50, Government of India, 
pp. 4-6) 

The net dutput of larger enterprises, consisting of Victories, 
railways, communications, mining, plantations, and organised 
banking and insurance, according to the Report of the National 
Income Committee, comprised 12‘% of the national income 
in 1948-49. 

Out of this total for the entire large-scale sector, the share 
of the factory establishments alone accounted for 5*6% of the 
national income only, while small enterprises and hand trades 
were responsible for 9’8%. 

This shows the comparatively insignificant weight of large- 
scale industry in the total economy of India. 

The distribution of labour force employed in the large- 
4cale industries among different branches of production 
further reveals die weakiiess of the industrial structure in 
India. 

In 1947, the total number of factory workers in the 
provinces of Indian Union, i. e., excluding the Princely States, 
was 2,275 thousand. Of this, about 229 thousand were 
employed in various seasonal factories and only 2,046 
thousand in the perennial factories. 

*Oat of300,000 seamen active employment at any particular point of 
4inM doea not exceed 60,000. 
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Out of the laotal number employed in the perennial 
factories, one half, 1007 thousand to be exact, were employed 
in the textile factories and 139 thousand in ‘Food, Drink and 
Tobacco’ factories ; in other words, 56% of the total labour 
force in the perennial factories in the Indian Union excluding 
the Princely States were employed in textile and processing 
industries. 

‘Minerals and Metals’ industries employed 89 thousand 
or a little over 4% and ‘Engineering’ industries employed 212 
thousand or about 10%. It should be further noted 
that the impressive label of ‘Engineering industries’ tends to 
cover up the fact that about 21 thousand workers falling 
under this category were employed in ‘coach building and 
motor repairing’, about 3 thousand in ‘steel-trunk, lock and 
cutlery’ concerns, and about 7 thousand in ‘petroleum installa¬ 
tion, kerosene tinning and packing’, and another 9 thousand 
in ‘electrical generating and transforming’ stations. 

Similarly, out of the 100 thousand employed under the 
socalled ‘Chemical’ labels, 34 thousand were accounted for by 
the (vegetable) oil mills, 15 thousand by the match factories, 
and another 10 thousand by the dyeing and bleaching works. 

So also the general label of ‘paper and printing’ covers 
up the fact that out of a total of 62 thousand workers in this 
group, 41 thousand or about two-thirds were employed in 
‘printing and bookbinding’ establishments. 

The above figures show the basically colonial character of 
Indian industries, with the development mainly confined to 
the light, consumers’ goods and processing industries. The 
metallurgical industries are particularly weak and there is 
hardly any base of capital goods industry. 

The net result of all this is the extremely thwarted and* 
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stunted growth of productive forces of the country. The 
following table of comparative indicators of the level of 
development in India, the U. K., and the U.S.A., clearly brings 
out the sharp disparity of the development in India on the one 
hand and the imperialist countries on the other. 

Levels of Economic Development in 1949 
Comparative Indicators 


Unit per ’000 population 

India 

U.K. 

U.S.A. 

Electricity production 

’000 kwh 

13 

1,033 

2,296 

Coal consumption 

toiu 

80 

3,383 

3,473 

Petroleum consumption tons 

7-8 

327 

1,63S 

Steel consumption 

tons 

3*8 

194 

364 

Cement consumption 
Locomotives (per miL 

tons 

7-2 

148 

229 

lion population) 

Nos* 

22 

410 

309 

Telephones 

Nos. 

0-37 

98 

261 

(Source : The Colombo Plan, 

His 

Majesty’s 

Stationary 


Office, p. 10) 


This is one and the most important aspect of India’s ecO' 
nomic development; there is another aspect worth noting. 

The second aspect is summed up in the statement that 
among the colonial and semi'colonial countries, India is 
industrially the most advanced. The following table brings, 
out the truth of this statement. 

Average Monthly Production in 1950 



Pig Iron Crude 

Electri¬ 

Cotton 

Cement 


(’000 

Steel 

city 

Fabric 

(’000 

Country 

metric 

(’000 

(million 

(million 

metric 


tons) 

tons) 

KWs) 

metres) 

tons) 

India 

142 

122 

430 

280 

221 

AJgetia 



50 


. 27 
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Brazil 

59 

63 

240 

. • 

109 

IndoChina 


, , 

20 

« . 

« 

Turkey 

9 

8 

60 

. . 

33 

Australia 

96 

105 

790 

• . 

98 

Canada 

188 

256 

4240 

20 

221 

Italy 

48 

197 

1730 

10 

• . 

Netherlands 

38, 

• • 

460 

♦ • 

47 


(Source : UNO Bulletin of Statist July 1951) 

It will be seen from the above table that India is more 
advanced industrially in comparison with other semi^colonial 
countries like Algeria, Brazil or Turkey. In certain parti¬ 
cular industries it is even more advanced than the smaller 
imperialist powers like Netherlands, Italy or Australia* In 
fact, the textile industry of India is the second biggest in 
the capitalist world and is bigger than even the British 
industry. In 1950, the average monthly production of cotton 
fabrics was 160 million metres in Britain compared with 280 
million metres in India. 

It should be further noted that in recent times, certain 
industries of a higher technical nature have been started in 
India, such as heavy chemicals including sulphuric acid, 
soda ash, bleaching powder, ammonium sulphate, power 
alcohol, industrial rectified spirit, etc., and cycles, diesel 
engines, electrical motors, power transformers, sewing 
machines, electric fans, etc. 

In most of the cases, it is only a nominal beginning. But 
even this nominal beginning is conspicuous by its absence 
in other colonial and semi-colonial countries. 

To sum up, while compared to the latent productive 
resources in the coimtry, natural and human, and the require^ 
ments of a decent, human living standard for our people. 
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the develoment of Indian industries achieved so far, is very 
meagre, it is not so insignificant and is in fact quite big for 
the operation of a tiny clique of Indian monopolists. While 
studying the following chapters, readers should keep this in 
mind. 

The emergence of Indian monopoly capital has not, 
needless to say, solved any, but has intensified all the eleipents 
of the chronic and growing crisis of the colonial economy of 
the country. The intensification of the colonial crisis in 
India in the present phase is a study in itself which the author 
is trying to make piecemeal in different journals, etc. 

The present study as has been clearly acknowledged in 
the sub'title, attempts to draw the barest outline ^of the 
problem only. There are many gaps and shortcomings, 
that can and will be remedied in the course of further 
studies and discussions, which the present brochure seeks 
to initiate. 

The manuscripts of this brochure were ready for the press 
by the end of 1951. One of its chapters, viz., chapter III 
entitled ^Monopoly in some Indian industries’, was published 
in the journal ^India Today* (Allahabad) in December 1951. 
As the printing of the book got delayed, the author continued 
to insert paragraphs and footnotes here and there. But a 
through revision was not undertaken. 

In conclusion, sincere acknowledgement is due to a 
number of friends, whose advice, help and encouragement 
enabled the author to undertake and accomplish this w^ork t 
the shortcomings are due to himself. 

Calcutta, 

The 28th April, 1953* 



CHAPTER 1 


CONCENTRATION OF LABOUR AND PRODUCTION 
IN INDIAN INDUSTRIES 
The most striking feature of the development of large-'scale 
industry in India is its concentration in a handful of giant 
establishments. Factory industry in India is barely a century 
old. Its development has been halting, lop-sided and in the 
main limited to light industries. But the apex of the industrial 
organisation in India^, in spite of its extremely weak base^ is 
steeper than in many advanced industrial countries. 

Preponderance of ^Giant* Factories 

The Table I, worked out on the basis of the data contained 
in the Government of India publication, Large Industrial Esta^ 

^ blishments in India—1943, reveals the predominance of ‘giant* 
factories, i.e., factories employing 1,000 or more workers, in 
the industrial set-up of India. (Also see “Concentration of 
Labour in Indian Industry’*, in the journal India To-day, 
Allahabad, June 1952). * 

In 1943, there was a total of 11,312 factories* as defined 

Indian Factories Act distinguishes between two types of 
factories : (]) establishments employing 20 or more workers and using- 
power, vidj Siction 2(j), and (II) establishments employing between 10 and 
20 workers and using power or employing 20 or more workers but without 
power, vide section 5( ). : 

Till the revision of the Factories Act in 1948, the registration of 5 (i) 
type of factories was not compuLsorv* Even today 4 years after the above 
amendment of the Factory Act, by far the larger part of the latter, 5 (!) 
type of factories is yet to be registered. 

After discussion with the . experts in the Directorate of Industry fit 
Supply, - Government of India, the National Income Committee esd^ 
mated in Its first rspDrt In 1951 thatth; total number of 5(i) factories 
'^easily exceed 40.000**’ (Footnote 80, p. 72, First Report qf the National 
Income Committee.) 
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in section 2(j) of Factories Act of 1934, i.c., establishments 
carrying on a manufacturing process with the aid of power 
and employing 20 or more workers. This figure covers both 
‘British India’ and the ‘Princely States’. They together employed 
a total of 24,62,817 workers. Of these, 533 factories belonged 
to the giant class, i.c., they each employed 1,000 workers or 
more. These giant factories together employed 14,01,389 
workers. In other words 4*7% of the factories together 
employed 56*8% of the workers. It should be noted that 
the table excludes from its purview the ordnance factories, 
taints, and the railway workshops. 

Breakdown of the above total shows that 77*3% of the 
textile workers, 72*9% of the ‘minerals and metals’ workers 
and 70*2% of the paper and pulp mill workers, were employed 
In the ^ant factories. 

It will be further seen that 40*1% of the ‘engineering’ 
•workers, 54'4% of the leather industry workers, and 33*3% of 
the workers engaged in ‘miscellaneous’ industries were employ¬ 
ed by 3*3%, 3*0% and 3*4% of the factories respectively. 

About 1% of the factories in the industrial groups ‘food 
and drink and tobacco’, ‘chemical and dyes’, and ‘printing and 
others' was responsible for about 15% of the total number 
of workers employed in the respective groups of industries, 
while a little more than 2% of the fectories in the industrial 
group ‘processes connected with wood, stone, etc.’ employed 
about 22% of the total number of workers. 

The Table II g^ves a more detailed classification of the 
factories, as defined in section 2(j) of the Factories Act of 
1934. It relates to the year 1947 and covers the entire territory 
of British India (excluding fhe territory of Pakistan) but 



Table 

Concentration of workers in certain specified 


Textiles Engineering 


Factories em^ 
ploying wor- 

Factories 

i 

Workers 

Factories 

1 

1 _.. ' 

Workers 

leers between 

No 

P.C. 

distri' 

No. 

P.C. 

distri' 

No 

P.C. 

distri' 

No. 

P.C. 

distri' 



bution 


bution 


j bution 


button 

.20 and 49 ... 

279 

30-1 

8,159 

•8 

770 

46-1 

23.526 

6-9 

50 and 99 ... 

119 

12-8 

7,952 

•7 

402 

24-0 

27,282 

8-0 

100 and 499 

137 

14-8 

30,505 

3-0 

377 

22-5 

78.953 

23-3 

500 and 999 

66 

1 7-2 

47,850 

4-8 

65 

3-9 

47,839 

14-1 

1000 and 4999 

293 

31*6 

6,86,592 

i 

68-6 

51 

3-0 

1,11,947 

33-1 

5000 and over 

32 

3-5 

j 

2,21,504 

22.1 

7 

•4 

49,245 

14-6 

Total 

926 

100-0 

10,02562 

100-0 

167 

2100-0 

3,38,792 

100-0 


(Source: Statiatics of Factories—IW, Oovemment of Ind'a, Ministry 







II 

groups of Industries, 1947 


Minerals and Metals 

Food, Drink and Tobacco 

Total 

Factories 

Workers 

Factories 

1 

Workers, 

Fac¬ 

tories 

Workers 

6 

Z 

P. c. 

distri¬ 

bution 

No. 

P. c. 

distri¬ 

bution 

No. 

R C. 
distri¬ 
bution 

No. 

1 

P. c. 

distri¬ 

bution 

No. 

No. 

153 

53-3 

4,545 

5-1 

1,429 

53-6 

42,201 

16-1 

2,631 

78,431 

80 

27-9 

6,848 

7-8 

691 

25-7 

47,777 

18-5 

1,292 

89,859 

36 

12-5 

9,123 

10'3 

446 

16-7 

76,178 

28-8 

996 

1,94,769 

10 

3-5 

1 

12,935 

14-6 

71^ 

2-8 

52,261 

19-8 

212 

1,60,885 

6 

2-1 

38,738 

43-8 

31 

1-2 

44,505 

16-8 

j 381 

1 

8,81,782 

2 

•7 

16,261 

. 

18-4 

... 

... 

... 

... 

41 

2,87,010 

287 

ico -0 

88.45oj 

100-0 

2,668 

100-0 

2,62,922 

100-0 

5,553 

16.92,726 


of Labour, Labour Bureau, Statements ILA and Ill-A^ 
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excludes the ^native states*. The present table is confined to 
four groups of industries only> namely, textiles, engineering, 
minerals and metals, and food, drink and tobacco, compared 
to the nine in the earlier table. In other words. Table II 
excludes from its purview the following groups of industries : 
chemical and dyes, paper and printing, processes connected 
with wood, stone, etc.* leather industry and miscellaneous. 

The table shows that in 19t7, 5,553 factories belonging to 
the four major groups together employed a total of 16,92,726 
workers. Of these, 422 factories belonged to the giant class, 
i.c., each of these factories employed 1,000 workers or more, 
and they together employed 11,68,792 workers. In other 
words, 7*6% of the factories in these four major groups of 
industries, employed more than 69% of the workers. 

A mote detailed analysis of the above table shows that out 
of 926 textile factories, 398 or 42*9% employed less than 100 
workers each and they together employed 16,111 workers or 
1*5% of the labour force employed by the textile industry. 
On the other hand, 325 factories belonging to the ‘giant* class, 
i.e., employing 1,000 or more workers, or 35*1% of the total 
number of factories, employed a total of 9,08,096 workers or 
90*7% of the total. 

‘Super Giants* 

Of these ‘giant’ textile factories again, 32 ‘super giants*, i.e., 
each employing 5,000 workers or more, together employed 
2,21,504 workers. In other words, 3*5% of the factories 
employed 22*1% of the workers. 

In the engineering industry 1,172 factories out of 1,672, 
or 70*1% employed less than 100 workers each and they 
together employed 50,808 workers or 14*9% of the total, 
while 58 factories, each employing 1,000 or more workers. 
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together employed 1,61,192 workers. In other words, 3*4% 
of the factories employed 47*7% of the workers. Of these 
again, 7 factories, each employing 5,000 or more workers, 
together employed 49,245 workers. In other words, less than 
one-half per cent of the factories employed about 15% of 
the workers. 

The degree of concentration is highest in the industrial 
group ‘minerals and metals\ Here, on the one hand, 233 
factories or 81*2% of the total employed less than 100 
workers each and they together employed 11,393 workers 
or 12*9% of the total. 8 factorii.s on the other hand, belong¬ 
ing to the ‘giant* class, employed a total of 54,999 workers. 
In other words, 2*8% of the total number of factories 
employed 62*2% of the total number of workers. Of these 
again, only 2 factories forming less than 1% belonged to 
the ‘super-giant’ class, i.e., they each employed 5,000 or 
more workers, and they together were responsible for 16,261 
workers or 18*4% of the total. 

In the fourth group of industries, namely, ‘food, drink, 
and tobacco’, 2,120 factories out of a total of 2,668 or 79*3% 
employed less than 100 workers each and they together 
employed a total of 89,978 workers out of a total of 2,62,922 
or 34*6%, while 102 factories at the top, each employing 
500 workers or more, together employed 96,766 workers, 
or 4% of the factories together employed 36*6% of the 
workers. Of these again 31 factories forming 1*2% of the 
total employed 1,000 or more workers each and they together 
employed a total of 44,505 workers or 16"8% of the total. 

Concentration of production 

The foregoing tables reveal only the concentration' ot 
labour, but do not throw any light on the concentration of 
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production. Data about concentration of production was till 
very recent time conspicuous by their total absence. At 
. present, a modest beginning has been made for the collection 
of the relevant information . 

Since 1946, the Goverment of India has been carrying on 
an annual census of manufactures in certain selected indus- 
. tries. Starting with the Part ‘A’ States* of Indian Union, the 
census is gradually widening its scope so as to cover the entire 
territory of the Indian Union. The following data are taken 
from the report of the second census, relating to the year 1947. 
The second census, as the first, covers 29 industries including 
.cotton, jute and woollen textiles, iron and steel, cement, 
chemicals (including drugs and pharmaceuticals), paints and 
varnishes, soap, matches, electric fans and lamps, general 
and electrical engineering, paper and paper-boards, tanning, 
vegetable oil, sugar, rice and wheat-flour mills, distilleries, etc. 

It does not include leather, plastics, printing, enamelware, 
hosiery, silk, shipbuilding, dockyards, railway workshops, 
arms and ammunitions, explosive, railway coach building, 
automobile, coach building, etc. 

The census covers all the Part ‘A’ States and the centrally 
administered areas and a few minor Part ‘B' states, but excludes 

• The constituent units of the Indian Union are divided into four 
categories—A, B, C, and D. 

Part A States consist of erstwhile*'Governor’s Provinces’ of British 

India. 

Part B States consist of those princely states which are either big 
enough to remain viable units or have merged in a group to form single 
administrative units. The States included in this category consist of 
Hyderabad, Jnnimu &L Kashmir, Madhya Bharat, Mysore, Patiala and East 
Punjab States Union, Rajasthan, Saurashtra, Travancore-Cochin and 
Vindhya Pradesh. 

Part C States consist of a few smaller princely states and what were 
formerly Chief Commissioners* provinces. This category includes Ajmer, 
Bilaspur Coorg, Delhi, Himachal Pradesh, Kutch. Manipur and Tripura. 

Part D States consist of Andama.n and Nicobar Islands only. , 




(Source : Second Census of Manufactures, Government of India, Tabic D, The Table has been summarised 
and simplified by leaving out certain columns, not strictly essential to the present purpose. Figures in Col. VI 
have been rounded up to lakhs of rupees for easier reading.) 
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the comparatively advanced Part ‘B* States like Hyderabad^ 
Baroda^ Travancore, Bhopal, Gwalior and Indore. 

Out of the 7,000 establishments falling under the definition 
contained in section 2 (j) of the Factory Act, 1934, within the 
area covered by the census, the present census is confined to 
5,643 factories, out of which complete returns were submitted 
by 4,880 factories or 86 5%. Though the proportion of 
defaulting factori*es on the all-India scale was fairly high, i.e,, 
14.5%, it was quite low in the two most industrialised 
states of India, namely West Bengal and Bombay, of which 
96% and 94% of the establishments respectively, falling under 
the purview of the census, submitted their returns. “...The 
establishments left out,“ it is assured in the introduction to 
the report of the census, “are very small and do not therefore 
contribute in a large measure to the aggregate values.'* 

It will be seen from the Table III that out of a total of 
4,880 establishments, 3,789 employed less than 100 workers 
each. They constituted 78% of the total number of factories 
but employed only 13*4% of the total labour force and were 
responsible for the same proportion of the total production of all 
the factories. 

On the other hand, 350 factories at the top, employing 
1,000 or more workers each, comprising only 7% of the total 
number of factories, between themselves employed 67*1% of 
the total number of workers and were responsible for 48*4% 
of the total production. 

The average number of workers employed and the average 
value of production per factory in the lowest category were 52 
workers and Rs. 2*6 lakh of production. 

The corresponding figures in the category at the top were 
2,853 and Rs. 102*9 lakh only. 



Table IV 

Concentration of Labour and Production in Indian Factories 
Classified according to productive capital employed 



(Source r lUd, Table C. Summarised, simplified by omitting certain columns not strictly essential for 
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A picture of steeper concentration is revealed by an 
analysis of the same data classified according "-o the amount of 
of productive capital employed. The Table IV illustrates this. 

It will be seen that, out of the 4,880 factories 3,857 
factories belonging to the lowest category employing upto 
Rs* 5 lakhs of productive capital, i.e., 79.1% of the total, 
together employed only 16.2% of the total number of the 
workers, and were responsible for 17.3% of the total 
production. 

The corresponding figures for the 206 factories at the top 
employing over Rs. 50 lakhs of productive capital, comprising 
only 4,1% of the total number of the factories were : 44.9% of 
the workers, and 43.4^/o of the production. 

The average number of workers employed and the average 
value of output per factory in the lowest category were : 62 
workers and Rs. 3*3 lalch only. 

The corresponding figures for the top category were 3,244 
and Rs. 156*2 lakh only* 

The average number of workers employed per factory in 
the top catergory was 53 times higher and the average value of 
its products was 46 times larger than the corresponding average 
figures in the bottom category. 

The Table V classifies the same establishments according to 
the value of their products. 

It will be seen that 1,676 factories or 34.3% of the total 
belonged to the five classes at the bottom, i.e., with the value 
of total products not exceeding Rs. 1 lakh. They together 
employed 48,208 workers or 3.3% of the total. The total 
value of the products of these factories taken together amount¬ 
ed to Rs. 628 lakhs, or less then 1% of the total, ‘64% to 
be exact. 
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Classification of Manufacturing Establishments 
By value of products—1947 
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210 factories of the two top classes on the other hand i.e., 
with annual total products of over Rs. 1 crore, forming 
only 43% of the total number of factories, were responsible 
for 7,58,086 workers or 51% of the total and Rs. 376,74 lakhs 
or 50.67% of the production. 

From the above table, it will be also seen that in India, 
Linlike the metropolitan countries, concentration of labour has 
not led to greater productivity of labour. There is nothing 
strange in this. For, in a. colonial country like ours, the 
extreme cheapness of labour makes it more profitable to the 
bosses to employ manual energy for many of the purposes for 
which mechanical energy is used in the west. This tends to 
depress the organic composition of capital in the colonies and 
hinders the technical progress, which is usually associated with 
the early stages of concentration of production. 

But the most important fact that emerges out of the above 
istatistics is that half the total production of all the establishments 
included in the census is concentrated in om-twentyfifth part 
^of these establishments. 

Concentration of Labour in India—compared with 
other countries 

It would be instructive to compare the degree of concentra** 
tion that has developed in India with similar development in 
"Other countries. But there are several handicaps in this respect, 
^uch as : 

(i) while similar statistical data about other countries 
have been compiled by a complete enumeration of 
all the establishment, the Indian data, as has been 
' stated earlier, are based on a partial enumeration ; 
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(ii) in all other countries (except the U. S. A.) the 
censuses include not only the manufacturing 
enterprises, but also establishments carrying on 
commerce, transportation, and communication» 
etc., while the Indian data (and the American) 
concern only with the manufacturing industry; 

(iii) the censuses of all other countries cover a wider 
base* They even include establishments emplo^g 
less than 5 workers. The Indian data rdate to 
establishments employing 20 or more persons. 

So, the Indian data are not strictly comparable with the 
data of the other countries. 

Varg^ and Mendelssohn in their New Data on Lenin’s 
Imperialism classified the establishments into three broad 
categories : smalU i*e., employing from less than 5 to 50 
workers ; big, i.e., employing from 51 to 1,000 workers ; and 
giant, i.e., employing over 1,000 workers. 

Since comparable data on the base i.e., establishments eiok 
ploying less than 20 workers are not available in India, com* 
parison has been attempted in the table VI in regard to big 
and giant establishments only, i.e., establishments employing 
over 50 workers. 

Table VI 


Concentration of Labour in India compared with other countries 

No. of No. of 
Country and Year Establish^ workers 

ments employed 

-1-n-nr“ 


India—1947 

(I) Establishments employing over 50 
workers 

(II) Establishments employing over 1,000 

workers 

(III) II as p. c. of 1 ... 

(lY) Average no. of workers pet establish' 
ment in II «. 


2.371 13.60,810 

250 9,98,704 

11 73 

.. ism 
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No. of No. of 
Country and year Establish- workers 

ments employed 

i;.S.A.-1929 


(I) Establishments employing over 50 
workers ,. 

29,220 

71,49,000 

;CI) Establishments employing over 1,000 
workers 

996 

21,60,000 

(III) II as p. c. of I 

3-4 

38 

(IV) Average no. of workers per establish¬ 
ment in II 

•. 

2,116-2 

Qermany —1925 

(I) Establishments employing over 50 
workers 

43.099 

89,00,000 

(II) Establishments employing over 1,000 
workers 

1,122 

25,00,000 

(III) IIasp.c.of I 

2 

28 

(IV) Average no. of workers per establish¬ 
ment in II 

.. 

2,228-1 

Japan —1933 

(I) Establishments employing over 50 
workers 

6,009 

12,78,008 

(II) Establishments employing over 1,000 
workers 

179 

366,000 

(III) n as p. c. of I .. 

3 

29 

(IV) Average no. of workers per establish¬ 
ment in II 

• • 

2044-5 


(Source: Indian data from census of Manufactures,' 1947, 
Table D the rest from New Data on Lenin’s Imperialism, PPH. pp 
36, 40,44-45). 



Concentration In Industries 


17 


This comparison brings out in bold relief the extremely 
steep concentration of labour in India. While in other coun« 
tries referred to above, the share of the giant establishments 
(i.e., employing over 1,000 workers) in the total lobour force 
employed by all the big establishments (i.e., Employing over 50 
workers varies from 28% in Germany (1925) to 38% in the 
U. S. A. (1929) the corresponding figure for India is more 
than 70%. 

t should also be noted that the average number of work^ 
ers employed per giant establishment (i.e., employing more 
than 1,000 workers), is also higher in India than in other 
countries. 

And, it should be remembered that this concentration has 
taken place in India on a much narrower base, almost insignia 
ficant compared to the gigantic development of productive 
forces in the metropolitan countries. 

But. once again, it should be emphasised that concentra¬ 
tion of labour cannot be accepted as a common index for 
measuring the concentration of production in India and the 
metropolitan counties, for, in the latter, concentration of 
labour is usually associated with higher technique, in India, 
it is not generally so. 

British and Indian sectors 

This highly concentrated though very narrow industrial 
set-up serves as the common base of the British and Indian 
monopoly capital. Although Indian monopoly capital is 
interlinked with British finance capital in innumerable ways, 
which we shall discuss in subsequent chapters, yet it is nece¬ 
ssary for our study to first isolate the two as far as possible in 
order to be able to better grasp their inter-connections. 

2 



Table 


Classification of ‘Giant’ Factories 


. 

British 

Indian 

Type of Industry 

'8.2 

to 

U.4 S 

o-n 



6 8 
z » 

0 S 

•7- O 


A. Textile 

Cotton 

29 

1,10,280 • 

231 

5,66,718 

Jute 

62 

2,18,585 

20 

66,283 

B. Engineering 

Dockyards and ship building 

5 

21.470 

4 

11,667 

General Engineering 

9 

15,694 

9 

24,679 

Other Engineering 

• 7 

8,842 

3 

4,677 

C. Minerals and Metals ... 

Iron, Copper, Lead SmeL 
ting, Rolling and Foundries 

2 

5,260 

9 

57,251 

D* Food, Drink and Tobacco 
Sugar ... 

1 

1,170 

21 

29,433 

Tobacco 

7 

13,422 



E* Chemical and Dyes ... 

1 

2,084 

7 

11,452 

F. Paper and Printing 

Paper and Pulp 

5 

9,333 

4 

5,344 

Printing and others 



1 

1,166 

G. Cement, Lime, Potteries, 





Bricks & Tiles 

2 

3,953 

8 

11,075 

H. Leather Industry 

1 

8,214 

2 

2,691 

L Miscellaneous 

6 

9,081 

1 

1,109 

Total * 

146 

4.43,052 

331 

8,08,696 


* 27 **Giant*' Factories scattered in minor industries have been included 




VII 

according to control—1943 


Gorvemment 

Other Foreign 

Unknown 

1 Total 

No. of 
factories 

No. of 
workers 

No. of 
factories 

No. of 
j workers 

1 No. of 
factories 

i No. of 
workers 

j 

No. of 
factories 

i 

No. of 
workers 

! 

1 
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' 

7 

27,990 

1 

1,400 

6 

36,796 

278 

7,43.184 


1 

3,556 


12,063 

89 

3,00,487 

1 

9,598 





10 

42,735 

6 

9,288 





24 

49,661 



1 

5,114 



11 

18,633 

1 

3,980 



i 


12 

1 

66,49 







23 

31,876- 

1 

1,273 





7 

13,422 







10 

15,699 


1 

2 

2,163 


i 

i 

9 

14,677 







5 

6,154 

4 

4,988 

i 









! 

1 

! 

10 

15,028 - 

1 

1,408 

2 

8,173 



6 

20,48 

4 

10,562 

1 

1,238 



12 

21,990- 

26 

71,492 

9 

22,869 

21 

55,280 

533 

140l,389** 


in the Total at the bottom, though they have not been separately listed* 
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In the Table VII the ^giant’ factories, i, e., those employing 
1»000 or more workers, have been further classified into five 
classes according to the controlling interest, namely, British, 
Indian (private capital), Indian Government, foreign other than 
British and ‘unknown,’ i.e., a few instances where controlling 
interest could not be identified. 

We have followed the criterion of control instead of 
ownership because in the peculiar colonial economic set-up in 
India, ownership is not always associated with control. For 
example, in the jute industry, the British share of capital 
investments is about 37%, while 70 out of the 98 jute mills 
are controlled by the British managing agency houses. 

For the purpose of our present study control has been 
classified by the managing agency and/or managing director¬ 
ship of the establishments. A company with a majority of 
Indian shareholders or even directors, has been classified as 
British controlled, if it is under the management of a British 
managing agency or managing director. 

One more word of explanation before we proceed with the 
analysis of the table. While the ‘giant’ factories have been 
classified from the Large Industrial establishments in India in 
1943 , control has been determined with the help of the latest 
available editions of the stock exchange year-books, etc. 

It will be seen from the table that out of the 533 ‘giant’ 
factories in India in 1943, British capital controlled 146, or 
27.4%. The number of workers employed by them was 
4,43^052 out of a total of 14f01,389 or 31*6%. 

, The corresponding figures for the Indian (private) capital 
were 331 factories (64%) and 8,08,696 workers (57*7%), 

If the number of factories controlled by the Indian Govern¬ 
ment and the workers employed therein are added to the share 
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of Indian private capital, then the total amounts to 357 
factories (66'9%) and 8,80,188 workers (62*9%). 

Further analysis of the table shows that cotton textile, 
iron, copper, lead smelting, etc., and sugar industries were 
predominantly under the control of Indian private capital. 

In ‘general engineering,’ chemicals and dyes, and cement,, 
lime, etc., the majority of the giant factories were under Indian 
private capital. 

On the other hand, jute, tobacco, and leather industries 
wete predominantly under the control of British capital. The 
majority of the ‘giant’ factories in paper and pulp and ‘other 
engineering’ were under British capital. 

In ‘dockyard and shipbuilding* and ‘miscellaneous’ indus¬ 
tries, the British share is about equal to the joint shares of 
Indian private capital and Government. 

To sum up : 

(1) The development of largescale industry is very meagre and 
lopsided. 

(2) Upon this narrow base an extremely steep concentration of 
labourf capital and production has taken place. 

(3) This concentration is a feature common to the sectors of 
industry under the control o^ both British and Indian 
capital. 



CHAPTER n 

CONCENTRATION OF FINANCE AND FUSION OF 
FINANCIAL AND INDUSTRIAL MONOPOLIES 

The degree of concentration, Table VIII shows, is even higher 
in the sphere of finance than the industries. 

It will be seen that only 7 banks* of the topmost category 
(with deposits of over Rs. 25 crores) forming only about 
1% of the total 585 Indian Joint-stock Banks between them¬ 
selves hold 68% of the total deposits of all the 585 banks. 

These 7 banks possess 33% of the total amount of capital 
and reserves and are responsible for 57% of loans and 
advances and 60% of the bills discounted and purchased. 
They run 26% of the total number of branches. Under these 
circumstances, is it any wonder that these 7 banks forming 
only 1% of the total number of banks pocket 66% of the 
total nett profits of all the 585 banks. Fifty-nine Indian Banks 
with deposits of above Rs. 1 crore, forming only 10% of 
all the banks, between themselves own 79% of the total 
capital and reserve and hold 93% of the total deposits. They 
are responsible for 87% of loans and advances and 93% of 
the bills discounted and purchased. They run 60% of all 
the branches and swallow 94% of the total nett profits. 

If we add the 15 foreign (exchange) banks with a total 
deposit of Rs. 160,19 lakhs to the total 585 Indian Joint- 
stock Banks^holding a total deposit of Rs. 829,56 lakhs, then 
we find that 26 banks (11 Indian belonging to top categories 
and 15 foreign) out of a total of 600 (585 Indian and IS 
foreign) hold Rs. 774,41 lakhs out of a total of Rs. 989,7S 

^Particulars of the Big 7 banks are given at the end of this chapter. 



ible VIII 

Massification of Indian Joint*stock Banks by Size of Deposits, in 1949 

(In Lakhs of Rs.) 
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lakhs (Rs. 829,56 lakhs in Indian banks and Rs. 160,19 lakhs 
in foreign banks). In other words 4’3% of all the banks in 
India hold 78,'/ of the total deposits. 

Comparison with other Coujntries 

Let us now try to compare the development in the sphere 
of banking in India with similar development in other 
countries. It should, however, be remembered that this 
comparison has a limited significance only, because, unlike 
countries with developed economy, usury capital in India, 
the dimension of which can be guessed from the estimated 
rural debts of more than Rs. 1,000 crores, dominates the 
countryside and is still out of the orbit of organised banking. 
This comparison, therefore, can only help give an idea 
about the relative concentration within the jsphere of organised 
banking. 

Table IX 

Percentage distribution of total Deposits 

In 7 big banks In 6/ medium In 526 small 
banks banks 

India, 1949 57% 35Z 8% 

(Total Banks : 585 Indian Joint Stock and 15 Exchange 
Banks. Total deposits : Rs. 829,56 lakhs in Indian banks 
and Rs. 160,19 lakhs in Exchange Banks). 

Qermany In big Berlin In medium banks In small banks 
banks 

1927 59*6% 37-0% 3-4% 

V--^- 

1934 65-5% 34-5% 

(Source ; Varga and Mendelssohn, opxiL.p.67) 

“In proportion as banking develops*’, Lenin said, “and 
becomes concentrated in a small number of institutions the 
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banks grow from modest intermediaries into all powerful 
monopolists having at their command all the money capital 
of all the capitalists and small businessmen as well as the 
greater part of the means of production* \ (Imperialism, PPH, 
Bombay, P* 71) 

Domination over Industry 

We have already seen how about half a dozen banks in 
India have grown into all powerful monopolists having at 
their command the overwhelming bulk of the money capital 
of all the capitalists and small businessmen within the organised 
sector of the economy* Let us now try to find out how far 
they have come to command the means of production* 

Recent surveys conducted by the Reserve Bank of India 
and published in its Bulletin, May 1951, reveal some infor¬ 
mation on this question. 

At the end of June 1949, total advances made by 354 
banks (72 Indian Scheduled Banks, 15 Exchange Banks and 
267 Indian Joint-stock non-Scheduled Banks) amounted 
to Rs. 506,64 lakhs of which Rs. 159,43 lakhs or 31*5% 
went to industry. 

Table X 

Distribution of Bank advances—June, 1949 
(in Rs. lakhs) 



Amount 

Percentage 

Industry 

159,43 

31-5 

Commerce 

242,09 

47-8 

Miscellaneous 

105,12 

20-7 

Total 

506,64 

100-0 


An attempt made in the above study ‘‘to present the 
results of the surveys of advances conducted in 1949 in the 
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U. K., Australia, and Japan, and in the U. S. A. in a form 
as comparable as possible with the Indian survey'’ shows 
*'the proportion of total loans made by commercial banks 
to industry was highest (69*4/:^) in Japan, followed by the 
U. S. A. (55*5%), India (31*5;:), the U. K. (27%), and 
Australia (24%)”. 

It shows that the proportion of industrial advances of the 
Indian banks is higher than that of the U* K. and Australia. 

The above report further shows that the advances made 
by only 13 major Indian banks amounted to Rs. 285 crores 
or 60% of the aggregate advances of all the scheduled banks. 
The industrial advances of these 13 banks amounted to 
Rs. 105 crores which was about 37Z of their total advances 
and about 68% of the total scheduled bank credit to this 
sector. Giving the breckdown of the above figure, the report 
shows : 

“The cotton industry was the largest single industrial 
borrower holding Rs. 33 crores or about 31% of the industrial 
advances of the 13 major Indian scheduled banks. Jute with 
Rs. 15 crores and sugar with Rs. 16 crores were the other 
two major industrial borrowers of these banks. The bulk 
of the scheduled bank advances to these industries came from 
this group of banks (i,e, 13 major Indian banks)—sugar account^ 
ing for as much as 94%, cotton 83Z and jute 60,% Other 
textiles, engineering, iron and steel industries claimed 
comparatively smaller amounts ranging from Rs. 4 crores 
to Rs. 6 crores and coal and public utilities about Rs. 2 
crores each". 

The total advances of the 15 exchange banks amount*- 
ed to Rs. 122 crores (compared to Rs. 285 crores of the 13 major 
Indian Banks). The industrial advances of the exchange banks 
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amounted to Rs. 38 crores (compared to Rs. 105 crores of the 
13 major Indian Banks). The jute industry was the principal 
industrial borrower from these exchange banks, accounting for 
Rs. 10 crores. The advances to coal, engineering and public 
utilities amounted to Rs. 2 crores, Rs. 5 crores and Rs. 3 
crores respectively. 

From the above account it should be clear that 13 major 
Indian Banks with their industrial advancjes of Rs. 105 crores 
form the principal source of the external capital of industry in. 
India. To what extent some of the foremost industries of 
India are dependent on these banks will be seen from the 
following table : 

Table XI 

Advances made by 13 Major Indian Banks to 
Certain Manufacturing Industries —^June, 1949 

Industry No. of Total paid Amount advance Proportion 



Companies* 

Up capital* 
(Rs. lakhs) 

ed by 13 
major Indian 
banks 

(Rs. lakhs). 

of advances 
to paid up 
capital 

1 

II 

III 

IV 

V 

Cotton 

textiles 526 

5421 

3300 

(IV : III) 

61% 

Jute 


2299 

1500 

65% 

Coal 


1448 

200 

14% 

Sugar 

176 

1744 

1600 

92% . 


^Source : Statistical Abstracts, GOl, 1949 

The above table shows that 13 major Indian Banks provide 
the 3 principal industries in india, namely, cotton textiles, jute 
and sugar, with credit equal 61%, 65% and 92% of their paid 
up capital respectively* 
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* This clearly indicates the dependence of manufacturing 
industry on the big banks. 

Personal union of Big Industry and High Finance 

‘‘..there is being developed^^ said Lenin, ‘‘a personal 
connection between the banks and the biggest industrial and 
commercial enterprises, a fusion of one with another through 
shareholding, through the appointment of bank directors to 
the boards of directors of industrial and commercial enterprises 
and vice versa.'' (Ibid, p. 81). 

A far from complete list of directorships held by directors 
of 4 big banks given in the appendix shows that 20 persons 
together hold 296 directorships in various other manufacturing, 
commercial and financial institutions. 

The analysis of the above-mentioned list throws some 
interesting light on the interlinking and cross-connections 
between different monopoly interests. 

(a) Birlas are represented in 2 of the big seven banks—by 
G. D. Birla in the United Commercial Bank and R. D. Birla 
in the Bank of Baroda. (They are also in two medium banks— 
B. K. Birla in the Hind Bank and L. N. Birla in the Hindusthan 
Mercantile Bank). 

(b) Tatas are connected with 4 of the big seven banks—by 
J. D. Choksi in the Imperial Bank of India, N. H. Tata in the 
Bank of Baroda, and through co-directors in the Central Bank 
of India and the Bank of India. Sir Cowasji Jehangir and 
D. K. Daji, both directors of the Bank of India hold director¬ 
ships in the Tata Iron & Steel Co., Ltd. Another director of 
this bank, Ambalal Sarabhai is one of the directors of the 
Tata Chemicals. 

D. M. Khatau, a director of the Central Bank of India, holds 
directorships in the Tata Iron & Steel Co., Tata Hydro-electric, 
Tata Oil Mills, and Tata (Textile) Mills Ltd. 
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The Chairman of the Central Bank of India, D* D. Romer 
is also a director of the Tata Oil Mills Ltd. 

(c) Three of the big seven banks are represented on the 
board of directors of the Scindia Steam Navigation Co. Ltd., 
the foremost Indian shipping interest (fostered by Walchand 
Hirachand group.) These are the Bank of Baroda through 
Tulsidas Kilachand, the Bank of India through Sir Santidas 
As ; uran, and the Central Bank of India through D. D. Romer 
and D. M. Khatau. 

(d) One of the biggest combines in India—the Associated 
Cement Company Ltd., (of this we discuss in greater detail in 
the next chapter) is connected with the Bank of India through 
Ambalal Sarabhai and D. K. Daji and with the Central Bank 
of India through D. M. Khatau and Vithaldas Kanji. 

These are only some of the most glaring instances of close 
interlinking between industrial monopolies and big finance and. 
the cross-connections that exist between them. A deeper study 
is likely to reveal the link-up and integration to be more wide. 
A study of multiple directorships shows that 9 Indian Big 
Business families between them hold 600 directorships. It 
further shows that 65 Indians and 40 Europeans hold 1,173 
and 562 directorships respectively. (See Appendix B). 

Dependence of the State on Big Banks 

The picture of the power of the big banks is not complete 
if we leave out the question of the dependence of the State 
itself on these banks. 

In 1949, the total of the public debts of the Government of 
India stood at Rs. 1,700 crores. Of this, about Rs. 400 croreis 
were held by the Reserve Bank of India. Of the remaining 
Rs. 1,300 crores of public debts, the share of the 92 Scheduled 
banks stood at Rs. 402*54 crores or 31% of the total privately- 
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held securities. Of this again, Rs. 235.57 crores or 18% of 
the privately held part of the Government securities were in 
the hands of the big seven banks. This is a measure of 
fusion of high finance with the machinery of the State. The 
State is an important and direct source of income for the idle 
money capital accumulated by the big bank^ on the one hand, 
and on the other, this investment is a weapon in the hands 
of the big business to dictate terms to the Government. 

Big Seven Indian Banks 

Before we conclude this section, it is proper that we furnish 
the particulars of the big seven banks in India, 

Table XII 

Big Seven Banks in India— 1948-49 
(In order of depostis) 


Date of 

Name of the Balance-' 

Bank sheet 

Paid-Up 

capital 

Reserves 

^Deposits 


(Amount 

in Rs. Lakhs) 



1, Imperial Bank 

of India* 

314^48 

5,63 

6,28 

280,59 

2. Central Bank 

of India 


3,15 

4,04 , 

132,24 

3. Bank of India 


1,99 

2,63 

66,29 

4. Punjab National 

Bank 

99 

87 

1,12 

55,02 

5. United Com- 

mercial Bank 

99 

2,00 

45 

38,24 

'6. Bank of Baroda 

99 

1,00 

1,05 

35,22 

7* Allahabad Bank 

99 

46 

1,09 

28,27 


•The Imperial Bank of India occupies a specially vital position in the 
Indian btinkinfi system. It performs a number of the functions of 'the, 
•Central and Government Bank of the country. This is governed by a 



Concentration of Finance 


31 


It should be further noted that after the recent amalgama*' 
tion of the Punjab National Bank with the Bharat Bank 
(belonging to the Dalmia-'Jain Group) and the incorporation 
of the 4 Bengali banks into the United Bank of India, the share 
of the big banks in the total banking business in the country 
has gone up still higher. At present talks for the amalga* 
mation of 4 medium size banks of Rajasthan, namely the Bank 
of Bikaner, the Bank of Jaipur, the Bank of Rajasthan, and the 
Jodhpur Commercial Bank, are going on. If the negotiations 
succeed, then the bank born out of amalgamation would come 
to hold capital and reserves of about Rs. 2 crores, deposits of 
adout Rs. 19 crores and 126 offices. This would increase the 
share of the big banks in the total banking business in India 
to a still higher proportion. 

In the sphere of Insurance Business 

Simultaneously with the above developments, a handful of 
Indian Insurance Companies have monopolished the insurance 
business of the country. According to the Insurance Yearbook — 
1950, published by the Government of India, at the end of the 
year 1949, 13 Indian life insurance companies held policies for 
the total sum of Rs. 443,95 lakhs out of a total of Rs. 636,94 
lakhs—for the 158 Indian Life Insurers and Rs. 739,48 lakhs 
the grand total for both the Indian and non-Indian life 
insurance companies. 

In other words, only 13 Indianv Life Insurance Companies 
were responsible for 69% of the total business of all the Indian 

special Act of the Indian legislature. Up to a very recent period it was 
completely dominated by the British hnancc'capitalist interests. At present, 
according to a tatement by th^ Indian Finance Minister, more than 8u% of 
the privately held shares of the Bank are in Indian hands. It is still run by a 
British Managing Director though the Central Board of Directors consists 
of Indian majority including Tata’s men and Government of India’s 
representatives. It was further stated that in April 1949 77% of the total 
advances of this bank had been made to non-European concerns, 20% to 
the joint Indo-European concerns and 3% to European concerns. 
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life insurers and 59 X of the total insurance business done by- 
the Indian and non-Indian life insurers together. 

These 13 Indian life insurers together had a total premium 
income of Rs. 2184 lakhs out of a total of Rs. 3718 lakhs for 
all the Indian and non-Indian life insurance companies taken 
together. 

In other words, these 13 big Indian insurers had 69 Z of the 
total premium income of all the Indian Life Insurance 
Companies and 57 of the total premium income of the entire 
life insurance business in India done by both Indian and 
non-Indian life insurance companies. 

A list of these 13 big Indian Insurance Companies will be 
found in the Appendix C. Here, it would be useful to discuss 
the interlocking of interests between these companies and 
other big business interefts. 

Tatas are directly on the board of directors of the biggest 
two life insurance companies in India—represented by N* H. 
Tata in the Oriental Government Security Life Assurance 
Co. Ltd., and by J. R. D. Tata and J. D. Choksi in the New 
India Assurance Co, Ltd., which is the third biggest. 

L. N. Birla of the Birla House is the Chairman of the New 
Asiatic Life Insurance Co. Ltd., while other members of the 
family ate in smaller companies, e. g., B. M. Birla is the 
Chairman of the Ruby General Insurance Co, Ltd., and R, D. 
Birla is in the Bombay Life Insurance Co. Ltd. 

Ambalal Sarabhai and Ramniwas Ramnarain, both direc¬ 
tors of the Bank of India are also directors of the New India 
Life Assurance Co. Ltd., while two other directors of the same 
bank. Sir Cowasji Jehangir and Sir Joseph Kay together with 
D- D. Romer, Chairman of the Central Bank of India are 
directors of the Oriental Government Security Life Assurance 
Co. Ltd. 
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Lala Lakshmipat Singhania of the J. K. Group is the 
Chairmaa of the National Life Insurance Co. Ltd., while the 
Bharat Life Insurance Co., is a Dalmia concern closely linked 
up with the Bharat Bank, now amalgamated with the Punjab 
National Bank Ltd. 

This is far from a complete study. But even this is sufficient 
to underline the extreme proportion of the concentration of 
money capital in India and the fusion between the industrial 
and financial monopolies. 

' To sum up : 

(1) Within the sphere of organised finance, concntration has 
reached extremely high proportion. 

( 2 ) British and Indian monopoly-capital have more or less 
distinct banking institutions, with close collaboration on the topmost 
level, i.L'., the Imperial Bank of India. 

(3) The financial monopolies are closely interlinked with the 
industrial ones and the State. 


3 



CHAPTER in 

MONOPOLY IN SOME INDIAN INDUSTRIES 

We have discussed the extent of concentration of labour 
and production in Indian industry in general. Let us now try 
to understand what it really means in the economic life of the 
country. 

Iron and Steel 

First let us take the instance of the most basic industry, 
namely, the iron and steel industry. 

According to the available data, in 1949 the estimated 
capacity of steel production was distributed as follows : 

Concerns Production capacity 

(Steel Ingots—’0(X) tons) 


Tata Iron &. Steel Co. 1200 

Steel Corporation of Bengal 250 

Bhadravali Iron &. Steel Works 25 

Government Ordance Factory, Ishapore 24 

About a hundred Rolling Mills 60 


Total 1559 

The above table shows that, of the total estimated steeL 
producing capacity in India, 77,^ were concentrated at the 
supergiant factory of the Tatas. About a hundred smaller 
plants at the bottom possessed only 4% of the productive 
capacity. 

The Tata Iron & Steel Co. Ltd. (TISCO) is by far the 
biggest combine in India, which monopolises not only the 
steel'ingot producing capacity of the country, but is also the 
major manufacturer of the following wide range of products: 



Monopoly In Indian Industries 


35 


Coke, pig iron, ferro-manganese, blooms, billets, slabs, 
tin bars, rails, fish-plates, structural bars, plates, sheets 
(both black and galvanised), sleepers, wheels, tyres, axles, 
alloy tools, special steel, agricultural tools, coal tar, sulphate 
of ammonia, benzole, zinc dross, flux skimmings, ferro^ 
sulphate, etc. 

According to its latest balance-sheet, the total assets of the Tata 
Iron & Steel Co, Ltd. exceed Rs. 69*93 crores. 

The total number of employees on the pay-roll of the Tata 
Iron &L Steel Co. Ltd., as reported by them, before the Fiscal 


Commission, was as follows in the year 1948-49 : 

At Jamshedpur 41,760 

Ores, mines and quarries 15,144 

Collieries 12,748 

Agents’ Offices at Calcutta, Bombay & Jamshedpur 218 

Ic 69,870 


The interests of the Tata Iron and Steel Co. Ltd. (TISCO) 
are interlocked with a number of other companies including 
the Tata Locomotive and Engineering Co., (TELCO), Indian 
Tube Co., Tinplate Co., Sijua Electric Supply Co., and 
Kumardhubi Fireclay and Silica Works Ltd. The entire share 
capital of West Bokaro Ltd. (coalfield) is held by the TISCO. 

A total amount of Rs. 1*94 crores of the Company’s fund 
is invested in the shares of other companies. 

The second biggest steel-producing unit, the Steel Corpo¬ 
ration of Bengal (SCOB) is closely interlinked with the Indian 
Iron and Steel Co. Ltd., which again has absorbed the Bengal 
Iron & Steel Co. Ltd. Apart from the fact that both the 
companies are managed by the same Managing Agency, '39*17% ‘ 
of the ordinary shares of the SCOB are held by the Indian Iron 
& Steel Co. Ltd., arid the latter has an agreement with the 
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former to supply it with its requirement of hot iron suitable 
for the manufacture of steel at a price equal to cost of produc¬ 
tion plus 5%. In return the Indian Iron & Steel Co. Ltd* 
receives 20% of the nett profits of the SCOB * 

The SCOB and the Tatas have an agreement for joint fixing 
of prices. 

When only two companies monopolise more than 90% of 
the production capacity of the country in the case of a product 
like steel, they hold the society to ransom, to say the least. The 
effect of the Tata-SCOB monopoly in the iron and steel 
industry can be realised from the following mildly worded 
criticism by one of the medium big manufacturers of steel 
products. 

Mr. Rakshit of the National Iron & Steel Co. Ltd., (Belur) 
in the course of his evidence before the Tariff Board com¬ 
plained hat the secondary producers of the iron and steel 
goods ‘‘were not getting a fair deal from the main producers who 
were always looking to their individual profits rather than to the 
interests of the country as a whole/* He and other representatives 
of the secondary producers of steel goods demanded “the 
institution of an immediate inquiry into the condition of the 
secondary producers who were not receiving sufficient materials at 
economic prices to keep their units running and also to plan further 
development of the Iron and Steel Industry,** (Indian Tariff 
Board’s Report on the Iron and Steel Industry, P. 7) 

Electricity 

A similar picture of super-giant establishments is also 
r^ealed in the field of electricity generation in India. Accor¬ 
ding to an estimate in 1946, 300 establishments—private 
capitalist and government or municipal—together ‘ had a 
* These two companies have since completely metged. 



Monopoly In Indian Industries 37 

monthly generation capacity of about 1.1 million Killowatts. 
Of this, only two establishments, namely the Calcutta Electric 
Supply Corporation (British^controlled) and the Tata Hydro^ 
electric group, each possessed a capacity of *27 million KWs 
or 24% of the total capacity. The entire industrial belts in and 
around the cities of Calcutta and Bombay are dependent oh 
these two establishments respectively for the major share of 
their supply of power. 

Cement 

The development and working of monopoly is best seen in 
the case of cement industry in India. The following account 
reproduced from a conventional economic journal gives a clear 
picture of the process : 

‘Tn 1936 the major 4 groups of (cement manufacturing) 
companies then operating in this country merged into a single 
company which came to be known as the Associated Cement 
Co. Ltd,, which it may be noted is the largest single cement 
manufacturing unit in the country today. The Dalmia group 
of companies came into being in 1938 and these two powerful 
combines soon had to wage a relentless rate war. The period 
of hostility luckily (!) was short-lived. Peace was restored in 
1941 when a mutual pact was signed by these two rivals, both 
agreeing to market their products through the medium of the 
Cement Marketing Co. of India Ltd. This arrangement worked 
smoothly for a few years, enabling the industry to stabilise 
itself and to bring about a reorientation in the production and 
distribution methods. Misunderstandings and mutual suspi<* 
cions soon arose between the two parties which culminated in 
the Dalmias severing their connections with the Cement 
Marketing Co., early in 1948 and establishing their own selling 
organisation independently. At present Cement Marketing Co., 
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acts as the sales manager exclusively for the ACC factories 
through a network of branches in all the major cities of the 
country.” (Journal of Commerce and Statistics, Bombay, 
November, 1949) 

The journal then proceeds to give the following figures of 
productive capacity of the two monopoly groups and the 
remaining independent units* 


ACC Qroup 

Unit Production capacity 

(1,000 tons) 

1 . Coimbatore 180 

2. Kistna 90 

3. Shahabad 240 

4- Chaibasa 200 

5. Porbander 42 

6 . Dwarka 180 

7. Kymore 350 

8 . Khalari 100 

9. Lakheri 225 

10. Gwalior 60 

11 . Bhupendra 209 

Total TSTT 

Dalmia Qroup 

1 . Dalmiapuram 70 

2 . Rohtas Industry 150 

3. Dalmia Dadri 70 

Total "1^ 

Independertt 

1. Tinnevalley 100 

2. Bhadravati 20 

3. Andhra 30 

4* Jamnagar 100 

5. Kalyanpur 36 

6 . Japla 200 

Total 486 
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The above table shows that the ACC Group possessed 
70% of the existing production capacity in cement industry 
in India ; the Dalmia group possessed 11%, and the indepen** 
dent units together had only 19%. Since then, there has been 
some expansion in all the three sectors, i e., the ACC, the 
Dalmias, and the independents. Apart from its factories in 
Pakistan, the ACC also holds the controlling shares, 43% to be 
exact, in the Burma Cement Co. Ltd. 

The ACC not only possesses three-fourths of the total 
cement producing capacity of the country, but is also con-* 
stantly striving to bring the independent units under its 
domination. It has already got an agreement with the Andhra 
Cement Co. Ltd., to avoid internal competition. The following 
piece from the speech of D. M. Khatau, Chairman of the 
ACC throws some light on the behind^the-scene intrigues 
carried on by it. 

“I feel*’, said Khatau in his address to the annual general 
meeting of the shareholders of the ACC, “I must draw your 
attention at this stage to the fact that three new cement 
factories owned by outside interests have come into operation 
during this year and the capacity of some of the cement plants 
has been increased. The total additional capacity including 
ours that has actually attained the stage of production during 
the year is nearly 8 lakh tons. You will realise that with 
tliis huge (1) capacity added on, a position may be created 
for a while under which production may exceed demand in the 
country. Curtailment of government requirement of cement 
appears to be inevitable. The position thus created will lead 
to a difficult situation in the industry. There have been various 
solutions suggested, but so far no agreement has been reached/^ 
(Capital, January 12,1950 ; emphasis mine—A. R.) 
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In a country with appalling housing conditions like ours, 
with cement consumption of only 7*2 tons per thousand of 
the population compared to 148 tons in the U K. and 229 
tons in the U.S.A., the ACC Chairman is worried at the 
*‘huge*^ increase of 8 lakh tons only in the cement producing 
capacity, and on the basis of ‘solutions suggested/ he seeks 
‘agreement’ with the ‘outside interests.’ And he received not 
very discouraging response* 

“I would have of course preferred”, said the Chairman of 
the Digvijaya Cement Co. Ltd., a new entrant to the industry, 
in the annual general meeting of the shareholders in 1951, 
“that the present government control be replaced by the 
industry’s own organisation to regulate distribution equitably, 
for which negotiations at one time looked like materialising 
successfully^ but it was a matter of extreme regret to us that 
these negotiations had ultimately to be dropped for reasons 
I need not go into now.” (Commerce, July 7, 1951 ; emphasis 
mine-—A.R. ) 

Instead of free competition, "regulation of distribution*, and 
consequently of production also—this was the basis of the 
negotiations, which had to be dropped because of disagree¬ 
ment over division of spoils of super-profits. 


Sugar 

Another example of unabashed racketeering is the sugar 
industry. 

This industry was granted protection in 1932. From that 
time up to the birth of the Indian Sugar Syndicate, the price 
of Indian sugar had been consistently falling, as can be seen 
from the following table : 
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Price of Indian Sugar 1932—38 

Year Price of Sugar per md. 

Rs. a. p. 

1932- 33 . . . . 10 3 9 

1933- 34 . . . . ..9 5 0 

1934- 35 .. .. . . 8 12 2 

1936- 37 . . . . . . . . 7 7 11 

1937- 38 .. . . ..6 11 2 

Thereafter, to follow an account given by the Socialist 
weekly, Janata, 

‘•Protection saved the manufacturers from foreign competi¬ 
tion ; the U. P. and Bihar Sugar Factories Control Act and 
Rules removed the fear of even potential indigenous competition 
and the Government itself combined them into a monopoly 
marketing organisation by making it compulsory for all factories of 
the two provinces to be the members of the Indian Sugar Syndicate. 
The sole aim of the Syndicate has been to secure the 

maximum monopoly revenue for its members.Thus, 

monopoly revenue has been earned not by lower prices arid large 
sales but by ever-rising prices and practically stationary sales. 

“There is not a single conceivable device, for enhancing 
profits, that has not been adopted by the industry. In the 
earlier years of protection, the manufacturers deprived the 
labourers and the cane-growers of their rightful earnings by 
not paying them according to the estimates of the Tariff 
Board. Since the inception of the Syndicate the consumers 
have been made to pay heavily. The Syndicate, when it has 
been free to do so, has always kept the price of sugar to the 

level where foreign sugar just begins to enter the country.. 

During the period of control while the rations have been 
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insufficient, sugar was selling in the black-market at the fabulous 
price of Rs. 100 per maund. With decontrol^ the industry has 
tabbed the consumers to the tune of tens of crores of rupees. How 
the manufacturers have managed to bring about the present 
crisis is too recent a history to be retold.’’ (‘‘Spotlight on 
Sugar Industry” by P. C. Srivastava, Janata, December 25, 
1949 ; emphasis mine—A. R. ) 

The crisis mentioned above, which happened in the middle 
of 1949, and is rather condoningly referred to as the ‘great 
sugar muddle’ by the capitalist press, was the subject-matter 
of a recent official enquiry. Here is a short press report of 
its findings. 

*...The sugar muddle’ which raised prices to unprecedented 
levels in the second half of 1949 .... was caused by more 
sinister influences. The report of the official inquiry .... has 
now been published. The Committee in the person of Mr. 
Ganganath, a retired U. P. judicial officer was appointed in 
May last year .... as to the causes of the muddle, they were 
uncontrolled releases from the factories to merchants by the now 
defunct Indian Sugar Syndicate and the decision in June 1949 
to export substantial quantities of sugar, which combined to produce 
an ^artificiaV shortage, the Syndicate claiming that the 
uncertainty of Railway wagon supply forced it to get rid of as 
much sugar as they could, and that the merchants were to 
blame for hoarding it. Mr. Ganganath denies that the wagons 
were in short supply at the time of the Syndicate's protest in 
February, 19:9. 

“The Syndicate stated that there were 280,000 tons of 
sugar with the mills on August, 1, 1949, yet a month later 
when Centre (the Government of India) took over, there was a 
discrepancy of about 70,000 tons . 
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“The Syndicate was, of course, never really designed to 
function as a curb in a rapidly rising market, since it was 
intended only to prevent prices from falling below an agreed 
minimum*^* {CapitaU Calcutta, July 19, 1950, emphasis mine— 
A- R. ) 

This daylight robbery created too hot a situation for 
the Government of India to ignore. Then there were 
growing internal conflicts between different interests within 
the Syndicate. So ultimately the Syndicate had to be 
dissolved. 

But it would be a mistake to think that the sugar magnates 
have renounced their lust for monopoly profits and have 
switched on to free competition. The reality is directly 
opposite, A recent press report says : 

“A new all-India organisation for the sugar industry has 
been proposed by an expert committee set up by the U. P* 
Government last March under the chairmanship of Mr. T. 
Swaminathan, then Industries Secretary and now Textile 
Commissioner, Government of India. 

*‘The new organisation will have the monopoly in the wholesale 
sugar trade, 

“At present with high prices prevailing it could accumulate 
a large fund by charging about Re. 1 a mound exra, 

“The organisation will take steps to safeguard against a 
slump in prices such as occurred in 1939-40. It could have a 
fund of Rs. 10 crores within the next three years and the 
money could be used to subsidise sales and exports.^' (The 
Statesman, Calcutta, June 6, 1951 ; emphasis mine—^A. R.) 

Monopoly price within the country and dumping in the 
export market—this is the plan the sugar magnates are trying 
to implement. 
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Cotton Textiles 

Let us see now how the process of concentration has 
worked in the cotton textile industry, the widest and the 
oldest base of the Indian bourgeoisie. The following data 
painstakingly collected by Dr. M. M. Mehta of the Allahabad 
University, though incomplete in many vital respects, throws 
some light on this question. 

The following table shows that the cotton mills in Bombay 
island have been consistently changing form mule spindles td 
ring spindles. ‘'Ring spindles involve a higher degree of 
mechanisation and signify a higher degree of productive 
capacity than the mule spindles.*’ 

Table XIV 

Changes in Composition of Spindles in Cotton Mills 
Industry in Bombay Island (i 905-1944) 

Percentage figures of 



Ring Spindles 

Mule Spindles 


instidled 

installed 

1905 

55-45 

44-55 

1911 

68 86 

31-14 

1921 

76-73 

21-27 

1931 

89-83 

.10-07 

1941 

94-92 

5-08 

1944 

95-36 

4-64 


(Structure of Cotton Mills Industry of India, Dr. M. 
M.Mehta, Table I,) 

It will be seen from the above that from about 55% in 1905 
the proportion of ring spindles has increased to more than 
95% in 1944. This shows that the industry as a whole has 
been constantly achieving a higher degree of mechanisation. 
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Table XV 

Trends in Size of Cotton Mills in Bombay Island (1905—1944) 


Spindhs installed 

1905 

1911 

1921 

1931 

1941 

1944 

0 to 25,000 

19 

12 

12 

7 

3 

5 

25,000 to 50,000 

48 

49 

40 

40 

31 

31 

50,OCX) and above 

6 

13 

16 

19 

18 

18 

Total 

"73 


~63 

"66 

IT 

54 


(Summarised from Table II, Ibid) 

Firstly, it will be seen chat the total number of mills has 
diminished from 73 in 1905 to 54 in 1944- Even if we assume 
that no new units were started in this period, which of course 
is not true, it shows that quite a large number of mergers 
and amalgamations must have taken place during the period* 
It will be further seen that in 1905, 19 of 73 mills or 26% 
belonged to the category of “0 to 25,000 spindles’^ while in 
1944,only 5 out of 54 or 9*2 fell in that category. 

On the other hand, in 1905 only 6 out of the 73 mills or 
8*2 % belonged to the category of “50,000 and above*’, while 
in 1944, the corresponding figure was 18 out of 54 or 33*3%. 

A picture of steeper concentration emerges from the re¬ 
classification of the above mills according to the number of 
workers employed. This is so because it reflects the distribu¬ 
tion of not only the spindles but also of the looms. 

Table XVI 


Trends in the Size of Cotton Mills in Bombay Island 
Accoring to workers employed 


Workers employed 

1915 

1911 

1921 

1941 

194+ 

0 to 1000 

33 

19 

9 

6 

1 

1*000 to 2,000 

30 

42 

34 

33 

29 

Above 2000 

10 

10 

25 

24 

24 

Total 

73 

71 

68 

63 

54 

(Sumioarised from Table XIV, Ibid) 
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In 1905, 33 out of the 73 mills or 45’2% employed workers 
up to 1000, while in 1944, only 1 out of 54 mills or less than 
2% of the total fell in that category. 

On the other han4* in 1905, 10 out of 73 mills or 13*7% of 
the total mills employed more than 2,000 workers, while in 
1944, 24 out of 54 or 44‘4% fell in that category. 

Dr. Mehta unfortunately does not give us information 
on the relative shares of the different categories of the mills in 
the total looms and spindles installed and workers employed. 
But a study of the data published in the Handbook of Textile 
Industry —1949 ( a J. K. Industries publication) reveals the 
following : 

In 1946, there were 421 cotton mills in India. Together 
they possessed 1,03,05,000 spindles and 2,03,000 looms, i.e., 
the average per m il was 24,477*4 spindles and 482.1 looms. 
Of this, only 24 companies together possessed 25,56,092 
spindles or 23*8 of the total spindles and 43,947 looms or 
21*1 ^ of the looms The average for these 24 companies was 
98,243*7 spindles and 1757*9 looms permill. 

“.At a certain stage of development,^’ says Lenin, “con¬ 

centration leads, so to speak, very close to monopoly. For a 
score or so of giant enterprises can easily arrive at an agree¬ 
ment, while on the other hand, the difficulties of competition 
and the tendency towards monopoly arise precisely from the 

large size of enterprises.“(Imperialism, Little Lenin Library, 

L. & W.,p. 18) 

It should also be remembered that these 24 companies are 
not all independent units ; 4 of these were under the manage¬ 
ment of the Tatas and 2 under the Birlas. Side by side with 
the cencentration of production in larger units,’ there is also 
•centralisation of control through managing agencies. From 
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an account, it is seen that 12 business houses between them 
control 65 cotton mills. (See Appendix D). Before we 
discuss how these exactly two dozen giant enterprises in the 
textile industry aided by cen.ralisacion of control through 
managing agencies tend towards monopolisation* let us again 
refer to Dr. Mehta on the question of super^profits reaped 
by the bigger enterprises. 


Table XVII 

Variation in Average Rate of Dividends of Ahmedabad 
Cotton Mills-1929-1942 


CkUegories according to 

Total No. of 

Average rate 

Spindles installed 

industrial units 

of dividends 


in each group 

19/9-42 

Less than 15,^00 

8 

4-80 

15,000 and less than 30,000 

36 

8-33 

30,000 and less than 45,000 

14 

15*94 

45,000 and less than 60,000 

4 

27*45 

Over 60,000 

1 

24 90 

(Table LII, 

Mehta, Op. Cit) 


The above table covers a 

sufficiently long peiiod to offset 


fortuitous factors, if any, and it shows that the average rate of 
dividends of the mills ot the two top categories, i.e., 45,000 
and over, were more than five times that of the lowest 
category. This shows that the bigger mills are in a position 
to make, and ate making super-profits. 

The main levers of the monopolises in the textile industry, 
are the organisations like Bombay Millowners’ Association 
and the Ahmedabad Millowners’ Association, Founded in 
IQ 75 and 1891 respectively, these two organisations cover 
jdmost all the cotton mills in their respective areas arid ate 
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led by the topmost textile magnates. For example^ on the 
executive committee of the Bombay Millowners’ Association 
are to be found Sir V. N. Chandavarkar (Chairman), Neville 
N. Wadia (Deputy Chairman), D. M. Khatau, K. M. D. 
Thackersey, Navinchandra Mafatlal, S. P. Jain, cte. 

In 1945 the Government of India under Wavell appointed 
a committee for the Post-war Planning of the Cotton Textile 
Industry. The Committee consisted mainly of the top bosses 
of the Bombay and Ahmedabad Millowners* Associations 
and included among others D. M. Khatau, K. M. D. Thacker¬ 
sey, Kasturbhai Lalbhai, Neville N. Wadia and Sir Sri Ram. 
This Committee considered the target of expansion suggested 
by the notorious Wavell Government too high. “The 
Government of India suggested,'' says the unanimous report 
of the above Committee, “we should put up a scheme to 
expand the existing mill industry from the present productive 
capacity of mill-made cloth of 4,800 million yards per annum 
to a productive capacity of mill-made cloth of 7,200 million 
yards per annum. We have agreed in principle that such an 
expansion might be desirable but we do not think that this is a 
matter of great immediate moment, as in our opinion it will be 
impracticable in the immediate post-war future to procure 

the necessary machinery..” [Repait of the Post-war Planning 

Committee (Textiles), p. 3 ; emphasis mine—A. R.] 

The excuse of difficulty in procuring the necessary 
machinery hardly conceals the urge for restricting the expan¬ 
sion of the industry. This is further borne out by the follo¬ 
wing complaint by a spokesman of the the new post-war mills 
that managed to come into existence in spite of the lack of 
welcome by the established ones. 

In a recent speech, K. N. Modi, Chairman of the All India' 

New Textile Mills’ Associadon^an organization embracing 
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all the 25 new textile mills—^charged the older mills organised 
in the established associations with “pursuing a policy of 
‘bigger fish swallowing the smaller fish/ instead of ‘live and 
let live,” (The Statesman^ Calcutta, October 9, 1951) 

Rising Profits 

Before we conclude, we should have a look at the surest 
index of the domination of the monopoly interests over the 
industrial life of the country, i.e., the rising level of. profit in face 
of the declining industrial production. It is a well-known fact 
that in all the major Indian industries, the post-war productioh 
is considerably below the war-time peak. But, as the follo¬ 
wing table compiled on the basis of a sample survey by the 
Economic and Statistical Section of the Cabinet Secretariat 
of the Government of India would show, the post-war profit 
is much higher than the war-time. 

Table XVIII 

Industrial Profits 1936—49 

Average nett profit per Company 


Period 

(Rs. lakhs) 

Index 

Pre-War (1936-39) 

2-7 

100 

War-time (1939-45) 

5-8 

212 

Post-War (1945-49) 

8-9 

325 


Although the war-time features of military offtake and 
stoppage of foreign imports are absent and though production 
in general is either stagnant or declining, yet the average rate 
of nett profit in the post-war period is more than 50% higher 
than the war-time rate, which in turn is more than double the 
pre-war rate. 

This indicates the extent of the tribute extorted by th e 
Great Mughals of the industry from the starving millions in 



CHAPTER IV 

FORMS OF MONOPOLIST ORGANISATIONS 

Capitalist monopolies develop and function through a 
number of organisational forms, as for example, combines, 
syndicates, trusts, cartels, "etc. 

Some of these forms are direct and open, others indirect, 

remote, and apparently innocent. **.The influence of 

monopoly,” says Maurice Dobb, “varies from the sovereign 
power of the larger consolidations or holding companies 
which dominate a trade or a whole constellation of trades, 
through various looser forms of price and output restriction 
and price^leadership to the imperfect competition or mono^ 
polistic competition.” (Delhi Lectures, emphasis mine—^A.R) 

A Combine is a merger of a number of companies carrying 
either (1) the same production process, or, (2) successive 
stages in the process of production. 

The first type is called a horizontal combine to which 
category belongs the Associated Cement Company Ltd., which 
possesses 11 cement factories in India and a few abroad. The 
Tata Iron and Steel Company is an example of the second, 
vertical type of combine which has concentrated in one 
establishment all the successive stages of production beginning 
from the smelting of iron ores to the manufacture of a number 
of finished products, 

A syndicate is an organisation of either all or the majority 
of enterprises in a particular industry, in which the constituent 
units equally surrender varying degrees of commercial 
independence and purchases of raw material and sales of the 
manufactured products are handled by the central body. The 
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Indian Sugar Syndicate which we discussed in the earlier 
chapter is an examples of this type. 

Managing Agency System 

^ A trust generally speaking is a form through which a 
number of enterprises in diverse industries and trades are 
brought under the control and management of a single forma¬ 
tion. The managing agency^ in India is the peculiar form 
through which the process of trustification has developed to a 
considerable extent and may be said to be the central fulcrum 
of the monopoly capital in the country. The rise and 
development of Indian managing agency is a subject matter 
for independent study. Here a few facts are being presented 
for introducing the barest outline of this type of formation* 
(Also see ^‘Growth of Big Business Houses in India during 
the War” in India To^day^ Allahabad, August, 1952) 

44 Indian Managing Agencies have under their control and 
management 640 companies in all, or on an average 14*5 
companies are controlled by a single managing agency. ** 

• In their communication no, F. 800/149 dared the 9th Febuary, 1951, 
to the Government of India, Ministry of Finance (Department of Economic 
Affairs) on the question of the amendment of the Indian Companies Act, 
the Federation of Indian Chambers of Commerce and Industry, the apex of 
the trade associations of the Indian bourgeoisie, assessed the character of 
the Managing Agency system in India in the following terms : 

‘*ln this connection, the Committee would like to point out that the 
system of managing agency is not so peculiar and unique to India as it is 
thought to be. No doubt it does not obtain in other countries in the form 
in which it exists in India. Yet ther$ is an underlying identity in all the 
systems and what obtain in other countries are only variants to suit the 
conditions of each country. It is usual in the United Kingdom and the 
U,S.A, for example, for huge combines of indnstial enterprises to set up a 
central organisation equipped with financial, technological, organisational 
and administrative personnel and to lend to their numerous companies the 
services of that personnel, thereby relieving each of the companies much of 
unnecessary expenditure. In other repects also the essentials of manage¬ 
ment do not differ very materially in India and other countries which do 
not have the managing agency system.” 

•• The network of British Managing Agencies will be discussed in n 
^subsequent chapter. 
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These 640 companies are spread over a very wide range of 
industries and trades including iron and steel, cement, textiles, 
transport, sugar, credit institutions, engineering, minerals, 
coal, paper, estates and properties, chemicals, etc. 

Of these the House of Tatas, controls 32 companies 
which include the giant combine, the Tata Iron and Steel 
Company, with assets of about Rs. 70 crores, the Tata Loco¬ 
motive and Engineering Company whose assets exceed Rs. 5 
icrores, the Tata Group of Hydro-Electric Companies whose 
combined assets amount to about Rs. 21 crores, 5 of the 
biggest textiles mills with combined assets of Rs. 11 crores, 
the Tata Chemicals Ltd., with assets of over Rs. 3 crores, the 
Tata Oil Mills Co., whose assets stand at Rs. 3-1/2 crores, 
and 2 aviation companies with assets of about Rs. 7 crores. 
Thus, through their control of these 13 companies (out of 
the 32 companies under their control) the Tatas are able to 
control the combined assets of about Rs. 120 crores. And 
they are associated with 3 of the biggest Indian banks and the 
biggest 2 insurance companies. 

The House of Birlas controls 128 companies, of lesser 
value than Tatas, including 8 textiles mills, a few collieries, 

1 paper mill, 1 aviation Company, 1 textile machinery manu¬ 
facturing company, the Hindustan Motors Ltd., etc. They 
are also connected with 2 of the big 7 banks and a few smaller 
banks and a number of insurance companies. 

Similarly, the J. K. Industries Group, controls 50 com¬ 
panies and is connected with the Hindustan Commercial Bank 
and the Bank of Jaipur and the National Insurance Company 
Ltd. 

The Dalmias control 42 companies and are connected with 
;^e Bharat Bank (since amalgamated w^h the Punjab National 
Bank) and the Bharat Insurance Company Ltd. 
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The following table compiled by a Government agency on 
the basis of a sample survey shows the amount of super¬ 
profits, over and above the dividends due to their holding of 
the shares, that are reaped as commission by the managing 
agencies. 

Table XIX 

Managing Agency Commissions—1945-49 
{ Rs. ’000) 

Dividends M. A. Commissions 

Tatn Iron and Steel 8,46,94 2,20,36 

Match Industry 84,16 67,28 

Distilleries and 

Breweries 5,70 3,66 

It will be seen that the proportion of the managing agency 
commission is more than one-fourth of the total dividends as 
in the case of the Tata Iron and Steel Company and as high 
as three-fourths in the case of the Match Industry. But this, 
concerns only with “legal” profits. There are thousand and 
one ways, not strictly legal, in which the managing agents 
manipulate in order to swell their super-profits. The follo¬ 
wing statement made by the Finance Minister to the Govern¬ 
ment of India, Sir C; D. Deshmukh, on the floor of the 
Indian Parliament throws some light on their malpractices : 

“He had before him, he said, about 100 cases,'represen¬ 
tative samples of various acts of mismanagement by Managing 
agents. 

“Reading out certain cases, he said that in one case Rs. 55 
lakhs were lent to private parties without security, for 
purposes unconnected with the legitimate objects of the 
company which was a mill. There were also several cases of 
issue of debentures for investment in other concerns, grant 
of non<*trading advances to nominees of managing agents or 
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unknown parties, grant of loans and advances to managing 
agents or directors of companies on current account, inter-' 
locking of shares, accumulation of unrealised book debts, 
and the like. The amounts involved ran into crores of 
rupees.’’ (The Statesmariy Calcutta, September 8, 1951). 

Even though eager to underplay the malpractices of the 
managing agencies, the Nehru Planning Commission too could 
not white-wash the parasitic-^speailative character of these 
formations. “Although in the initial stages,” says the Report 
of the Commission, “the managing agency system played an 
important role in the development of industries, it has several 
drawbacks. Lately these drawbacks have become prominent with 
the result that a greater conflict of interest between the managing 

agents and shareholders is becoming apparent .Widespread 

abuses in respect of purchases of raw materials, sales of 
finished products and interlocking of financial transactions 
have come to light. Above all a number of managing agency 
firms have failed to make improvements in their adminstrative 
set-up, factory management, purchase and sale organisation, 
system of accountings etc., which are essential for industrial 
efficiency.” (Five year Plan—Draft Outline, Ch. 11, Sec.. 
4,. emphasis mine —^A. R.,) 

Direct Trustification 

Apart from the managing agency form, direct trustification 
is also noticeable, for instance : 

The Delhi Cloth and General Mills Co. Ltd.—^with total 
assets exceeding Rs. 9 crores—possesses 3 cotton textile mills, 
1 chemical and Vanaspati manufacturing works, 2 sugar mills,. 
1 alcohol manufacturing unit and' a tent and readymade 
garment factory. 
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The Rohtas Industries Ltd., of the Dalmiadain group with 
assets exceeding Rs. 5 crores possesses a sugar mill, Z cement 
factories, 1 paper mill, 1 Vanaspati factory, 1 chemical factory 
and 1 electric supply works. 

The Hindustan Development Corporation Ltd.—closely 
allied with Birlas—with paid-up capital of Rs. 99 lakhs— 
possesses 1 Vanaspati factory, 2 engineering factories, and 1 
glass factory. It has also 3 subsidiaries namely, James Murray 
&L Co. Ltd., Lens and Scientific Instrument Ltd., and Hindu- 
sthan Heavy Chemicals Ltd. 

Role of Trade Associations 

Apart from the combines, syndicates and trusts already 
described there are a few scores of capitalist associations, 
some of which clearly display the essential characteristics of a 
cartel (agreement between different interests within an industry 
with regard to prices) and which embrace the major part of 
the industrial production. These organisations are led by the 
to top4eaders of the Indian big business and regulate the price, 
production and the labour policies of the respective industries 
and lobby the officials in the interests of the monopoly. 

The following paragraphs quoted from Handbook of Textile 
Industry, a publication of the J. K. Industries Group, clearly 
bring out the essential character of these organisations, 

“The British capitalists under the encouraging patronage 
of the British Goveurment built railways and started (local) 
manufacturing activities at different centres like Bombay, 
Calcutta, Madras and Kanpur* They formed commercial 
associations for taking concerted decisions on their common 
problems and for obtaining concessions and facilities from die 
Government. ' They were successful in their attempts. 

^The success obtained by these trade associations gave 
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fillip to importers, exporters, merchants, bankers, shippers, 
textile engineers, chemists and to the dyers, printers, bleachers, 
dealers of mills stores and aceessories to form their own 
separate associations. The Swadeshi movement gave further 
impetus to the growth of mills, despite cut-throat foreign 
competition and with the growth of these enterprises the 
strength and number of these associations witnessed a pheno¬ 
menal increase. The different interests, though often very 
conflicting, realised the vital need for unity and concerted 
action and for detailed statistics about every aspect of produc¬ 
tion and distribution and for organised propaganda to enlist 
the sympathy of the public and the authorities. These 
associations soon made their mark and gained representation 
on public bodies, legislatures, railway committees, port trusts 
and international bodies. With increasing influence they 
prevailed on the government to accord protection to the 
industry and regulate import and export duties according to 
the needs of the manufacturer and consumer.” 

* Inspite of ‘conflicting^ interests, ‘concerted action’ has been 
the objective of these organisations ; and ‘every aspect of 
production and distribution’, ‘organised propaganda’, ‘regula- 
ion of import and export duties* etc., etc., have formed the 
wide range of activities of these organisations. 

From ‘Cooperation* to Combine 

f How these associations tend to promote monopolistic 
practices and themselves serve as the initial forms of mono- 
jpoly organisation would be obvious from the following 
account of one such organisation, namely the Indian Cement 
rManufacturers’ Association : 

“In 1925, following the result of an enquiry by the Tariff 
Board, the necessity for co-operation amongithe manufacturing 
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units was clearly emphasised and as a result, an association 
known as the Indian Cement Manufacturers’ Association was 
formed. This proved to be a complete success as could be 
seen from the fact that during the four years of its existence^ 

not a single case of price-cutting was recorded.its functions 

were mainly to fix and regulate selling prices . 

^*The Association was also responsible for the next step in 
co-operation. Its members agreed to a levy of 5 annas per toil 
on the sales to finance a joint service known as the Concrete 
Association of India which was formed in 1927 for the purpose 

of educating the public in the uses of cement. 

“Inspired with a certain measure of confidence they took 
the next step which was the formation of the Cement Market¬ 
ing Co. of India Ltd.” and finally, came the “fusion of 

all the Indian Cement manufacturing companies then in 
operation (with the exception of the Sone Valley Cement Co. 
Ltd) into one unit known as the Associated Cement Com> 

panies Ltd.“ (India and Pakistan Year-book 1950, Times of 

India ; emphasis mine—A. R) 

This part of the story we learnt earlier. 

The Hand book of Textile Industry referred to above then 
proceeds to introduce some of these associations. A few 
introductions are being reproduced below in a shortened 
form. 

1. Mill-Owners’ Association, Bombay, founded in 1875, 
has a membership of 147 cotton mills, 6 woollen and 2 silk 
factories, 1 cotton ginning and processing factory and 3 
dyeing and bleaching works. It controls 56 per cent of the 
total productive capacity of the cotton textile industry in 
India, It enjoyed the right to elect its own ri&presentatives to 
the Bombay Legislative Assembly, Mxmicipaf Corporation 
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and the Port Trust. The chairman of this organisation is Sir 
Vithal Chandavarkar and the following are on the committee : 

(1) D. M. Khatau, (2) K. M. D. Thackersey, (3) Nevile N. 
Wadia^ (4) Navinchandra Mafatlal, (5) S. P. Jain, etc. 

2. The Ahmedabed Mi 1-Owners^ Association, founded 

in 1891. Objects : “To promote unity of action, develop 
trade and commerce and specially of cotton manufacture, 
devise measures for the more ef&cient running of the mills, 
provide arbitration for settling disputes among members, 
offer expert opinion to the government regarding the control 
of (textile) prices.The Association also advises the govern¬ 

ment on the question of taxes, transport problems, etc.’* 

3. The All-India Organisation of Industrial Employers, 
established in 1932. It has 26 associations and 151 industrial 
concerns as its members. 

4. The Bharat Chamber of Commerce (formerly Marwari 
Chamber of Commerce) founded in 1900, has a membership 
of 700 concerns. 

5. The Bengal Jute Dealers’ Association, Calcutta. This 
association has on its roll almost all the dealers in loose jute, 
particularly the whole-sale jute traders of Bengal. It has more 
than 600 firms as its members. 

Object: cartelisation 

The Indian Sugar Mills’ Association has all the 105 sugar 
mills on its roll and its Committee includes K. K. Birla, V. H. 
Dalmia, S. P. Jain, Gulabchand Hirachand, K. C. Thapar, 
M. R. Jaipuria, etc. 

“The principal objects” of the Association are defined as 
follows : “To promote and protect the trade, commerce, and 
industry in India and in particular, the trade, commerce and 
industries cotlnected with sugar, to encourage friendly feeling and 
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unanimity amongst the mills and users of steam and water or electric 
power on all subjects connect with their common good, to regulate 
terms and conditions of employment in the mills and factories, to 
start an organisation for the sale of sugar and establish markets, 
syndicates and board with such powers as may be thought fit; to 
organise, establish and start separate department or departments for 
the purpose of research work, sales of sugar and other products of 
the mills and for such other purposes as are mentioned in the 
objects of the Association^* 

The Association, it is further stated, “will be entitled to 
consider all questions connected with trade, commerce, and 
industries and to initiate and support necessary action in connection 
therewith, to urge and oppose legislation and other measures and to 
procure change of law and practice ajfecting trade, commerce, and 
industries in India in general and the sugar industry in particular, 
to collect and circulate statistics and other information relating to 

trade, commerce and industries .(and to undertake) publication 

of newspaper and journals,** (Emphasis mine—^A.R.) 

Even as a cartel, it will be seen from the above, the 
Association aspires to cover more than the usual field. 

The following exposure about the Indian Sugar Mills* 
Association, published by the Socialist Weekly, Janata throws 
a Hood of light on the functioning of this association ; 

“Whenever an attempt is made to collect facts and figures 
of the industry, the manufacturers sabotage the effort by 
organised conspiracy. An attempt had been made by the 
Khaitan Committee to get at the facts concerning the industry. 
But the attempt was completely frustrated. When a question¬ 
naire was issued to factories, the Indian Sugar Mills Associa¬ 
tion sent a circular to all factories saying: “The Committee (the 
executive of the association) considers that it is desirable that 
on matters of importance concerning the sugar industry the 
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replies of the factories, as far as possible, should be consistetit.*^ 
Another circular of this Association ran as follows : “With a 
view to avoiding contradiction of views, the Committee (the 
executive of the association) has decided that members 
(factories) should first send their observations on the various 
questions to this office and wait for the views of the 
Committee before sending them to the Enquiry Committee.’* 
In short, the replies which the Khaitan Committee received 
from the factories were first doctored and approved by the 
Executive Committee of the Indian Sugar Mills Association.” 
{Janata^ December 25, 1949) 

Take another instance. “The Employers’ Association of 
Northern India,” recently reported the staff correspondent of 
The Statesmariy Calcutta, “has protested against the recruitment 
by Employment Exchange of workers, who are discharged for 
misconduct by one mill for employment in other mills. The 
Association holds that this practice defeats the very purpose of 
discharging workers for habitual misconduct...” 

No one will be deceived by the hypocritical phrase ‘habitual 
misconduct’. It is clear that the Association is fighting for 
defending the bosses’ ‘right’ to blacklist and starve out the 
militant trade unionists. 

Almost every specific industry or trade has its respective 
organisation and every locality and/or state or region has at 
least one Chamber of Commerce, which unites in itself all 
the diverse trade associations. 

The appex 

The appex of all these associations of the Indian bourgeoisie 
is represented by the Federation of Indian Chambers of 
Commerce and Industry» which is comparable in essential 
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features to the Federation of British Industries or the National 
Association of Manufacturers in America.* 

The annual session of this Federation is an occasion of the 
biggest mobilisation of the Indian bourgeoisie and the meeting 
ground between the big business and the leaders of the 
government in order to thrash out the major policies. 

The Federation (FICCI) has got affiliated to it 123 trade 
associations within the country and 9 associations working 
overseas, apart from a large number of individual concerns and 
businessmen as associate members. The spokesmen of the 
Federation claim to represent as many as about 40,000 
establishments. The associations affiliated to the Federation 
include : 

34 Regional, state and national chambers of commerce 
including the Indian Chamber of Commerce ; 

, 31 Industrial associations, including the Bombay and 
Ahmedabad Mill-owners’ Associations and embrac¬ 
ing textiles, chemical, automobile, paper, sugar, 
soap, toilet goods, electric supply companies, 
metals, etc. 

* * As a matter of fact the leaders of the Federation (FICCI) take pride 
■In comparing their organisation with the Federation of British Industries 
(FBI), and x)penly express the aspiration of playing a similar role on the. 
Indian scene. For example, in the letter no. F, 787/727dated the 7th 
February, 1951, addressed to the Indian Prime Minister, the then President 
of the Federation, Sri Tulsidas Kilachand wrote : 

“You will kindly recall that when I had the honour of meeting you 
after my visit to ihe United Kingdom and the continent last summer you 
were good enough to ask me to send you my suggestions in regard to the 
working of the Chambers of Commerce and Industrial Associations in the 
light of what I saw in those countries.. 

“What impressed me most im my European tour was the closest 
iiasion that exists there between the Governments and the central 
organisations of Commerce and Industry and the manner Covernmenta 
look upon these bodies as indispensable Unks between themselves and the 
business communities. 

“......The fiact that the FBI (Federation of British Industries) is looked 

f r pokesman of the industries in the UK^has enabled it to build 
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18 Merchants’ associations and other organisations 
embracing mining, plantations, insurance and 
shipping industries. 

The Executive Committee of the Federation in 195U52 in- 
included the following respresentatives of the Indian big 
business : 

B, M. Birla (Birla Bros.) 

A. D. Shroff (ITata Industries) 

S. P. Jain (Dalmia-Jain) 

Lakshmipat Singhania (J. K. Industries) 

M. A. Master (Scindia Steam Navigation Co. Ltd.) 
Tulsidas Kilachand (Bank of Baroda) 

K. P. Goenka (Ramdutt Ramkissendass) and 

K. C. Thappar, R. G. Saraya, and RamRatan Gupta, etc. 

If the specific interests of the particular industries are 
watched by the respective associations, the general issues, 
economic and political, are taken up by the Federation(FICCI). 
The following excerpts from its correspondence reveal the 
reactionary character of its strivings : 

In his D. O. communication dated the 7th May, 1951, 
addressed to the Yice-Chairman of the Planning Commission,^ 
G- L. Nanda, the President of the Federation, C. M, Kothari 
wrote : 

up a cadre of expert personnel in the various branches of industries with 
thi result that whenever Government are in need of expert advice on 
problems relating to a particular industry, the FBI is always in a position to 
teniic that alvice. Thi same applies to other organisations We in this 
country are also trying to davolop our organisations and particularly 
fhe Fedaration, ^f which I have honour of being the President at paesent, 
on similar lines. 

‘Bodies like the Federation and other Central Industrial organisations 
can be made to play their part only by associating their representatives 
and spokesmen to a greater extent with the Government's advisory 
bodies, trade and industrial delegations, bi-lateral trade agreements 
and in the worjdng out of various control measures." 

(Emphasis mine A.R.) 
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*‘The Committee of the Federation of Indian Chambers of 
Commerce and Industry have given their careful consideration 
to the various labour legislation which are before Parliament. 
They feel that these measures particularly the Labour Relations 
Bill, 1950, and the Employees’ State Insurance (Amendment) 
Bill, 1951, contain provisions which are highly controversial^ 
and which if enacted, will have adverse repercussions mx 
different sectors of our economy. 

‘The Committee therefore request the Planning Cpcamission 
to advise the Government not to proceed with the different 
Labour Bills, which are before Parliament, pending their 
consideration from an overall point of view.” 

In reply to the above, the Private Secretary to G. L. Nanda 
wrote in letter no. DC/PC/739, dated the 19th May, 1951 : 

“It (the Planning Commission) has already advised the 
Government not to proceed with the Labour Relations ffills 
till joint deliberations, which are being organised by the 
Planning Commission are concluded.” 

In the long letter no. F 384/762, dated the 19th January, 
1951, addressed to the President of India (Rashtrapati) the 
Federation, trying to invoke the restraining powers of the 
President in respect of the milk and water land reform bill of 
the U. P. Government, wrote : 

“.The Committee have no doubt that the President, 

before giving his assent to this enactment, will examine the 
implications of the measure, particularly the adequacy of 
compensation it seeks to provide and the mannet of paym^t, 
in the context of the economic situation of the country and 
having regard to the fundamental rights of the citizens, as 
recognised by the constitution.” 

In a D. O* Letter dated the 27th June, 1951, addressed to 
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the Prime Minister Nehru, the President of the Federation 
rwrote: 

“Much as I would like to avoid encroachment on your 
valuable time, I am constrained to invite your attention to the 
following press summary of the speech of the Honourable the 
Labour Minister at Sonepur on the 29th June while inaugurat¬ 
ing the Annual Conference of the Sonepur Branch of the O. T. 
Railwaymen’s Union : 

“If India had to progress, it must put an end to 
capitalism. In a capitalist society, nationalisation of a few 

industries would not solve the problems of the people. 

“I have thought it my duty to bring the above to your 
notice and shall feel grateful if you would kindly set at rest 
the confusion and anxiety which the statement of the 
Honourable Minister for Labour has given rise to in the public 
mind.” 

Prompt was the reply to the Federation from the 
Prime Minister’s Secretariat, dated the 29th June, 1951, 
which said : ^ 

“Sri Jagjivan Ram, Labour Minister, has already issued a 
statement intended to clarify the position with a view to 
removing any possible misunderstanding. The statement 
appeared in the morning papers in Delhi to day. I enclose a 
cutting.” 

The statement of the Labour Minister referred to above, 
after trying to explain away the ‘misunderstanding’ said to 
have been due to ‘misreporting’ and likely to cause ‘mis¬ 
apprehension’, offered the following assurance : “I want to 
give my assurance—whatever worth it is—to capital that I have 
no intention to scare away capital which is already shy and so 
unresponsive”.etc., etc. 
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The following letter from S. A. Venkataraman, Secretary to 
the Government of India in the Ministry of Commerce and 
Industry (D. O. communication no. 242^5/51, dated the 6th 
April, 1951) to G. L, Bansal, Secretary, Federation of Indian 
Chambers of Commerce and Industry (FJCCI) serves to 
illustrate the very cordial and informal relation that exists 
between the top officials of the Government of India on the 
one hand and the top men of the FICCI on the other. It also 
reveals how important official questions are discussed and 
settled across the dinner table at the exclusive clubs and hotels: 

‘Tlease see your letter no. F-1892/327, dated the 5th April, 
1951. I was expecting a further reply from the Federation to 
my letter of the 12th March, merely because when you and 
Tulsidas (Tulsidas Kilachand, President of the Federation— 
A. R.) met me at the dinner at the Qymkhana Club, you differed 
from Tulsidas who said that my suggestions were quite 
adequate and hinted that the matter might be further considered 
by the Federation. Now that you agree that you would wait 
and see how the procedure suggested by me works in actual 
practice, I think it is as good a way of dealing with the matter 
as any.*' (Emphasis mine— A^R,) 


5 



CHAPTER V 

THE STATE AND THE MONOPOLIES 

•The State is the biggest single employer in India, with 60 
thousand workers employed in the Ports, 1 lakh employed by 
the Public Works Department, IJ lakhs in the Post and 
Telegraph Department, and about 9 lakhs in the State 
Railways, 

The capital employed in the State Railways exceeds Rs. 800 
crores and since the complete repatriation of the Railway debts 
held in England is owned by the Government of India. At 
present the Government of India derives a total nett profit of 
about Rs. 25 crores per year from the State Railways. 

That the State is a “modeP’ to the capitalists in India in 
denying living wages to the workers is evident from the threat 
of railway strikes recurring every year, and consistently 
sabotaged thanks to the right wing Socialist leaders. 

Apart from the question of state capitalist enterprise, the 
State in India is very closely linked up with Indian big 
business interests. A few instances are given below. 

As has been already described, in 1949, seven big Indian 
Banks held a total of Rs. 235.57 crores in Government of India 
securities. The Indian insurance companies also held more 
than Rs. 100 crores,"^ On June 30, 1948, the total Public Debt 
of the Government of India stood at Rs. 1,800 crores, of which 

*How the Government seeks to cajole the big banks and insurance com¬ 
panies for getting them to subscribe the loans floated by the State, <;an be 
fllustrated with a recent example* On August 4,1952, the State Governments 
of Madras, Bombay, Uttar Pradesh and West Bengal floated loans aggre¬ 
gating Rs. 121^ crores. On the night before, C. Rajagopalachari. the 
Ex-Governor-General and Home Minister of India and currendy. Chief 
Minister, Madras, ‘in a broadcast from the Madras station of the All India 
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Rs. 69 crores or about 4% were held by foreign interests* 
Since then the amount of debts has been continuously 
increasing. The net interest charge on the central revenue on 
account of the securities held by private interests amounted in 
1949''50 to Rs. 33.8 crores, i.c., big business interests earn the 
above amount from their investments in public debts. 

Partnership with Big Business 

Up to May, 1950, the Government of India have advanced’ 
loans of Rs. 5 crores to the giant steel combines, namely, the 
Tata Iron and Steel Company and the Steel Corporation of 
Bengal, Rs. crores to the Scindia Steam Navigation Company 
Ltd., and Rs. 2 crores to the Tata Locomatives. It has recently 
granted a subsidy of Rs. 80 lakhs to the Scindia Sfciam 
bJavigation Company. 

A deal has recently been concluded between the Orissa 
Government and the House of Tatas for the formation of the 
Orissa Mining Corporation for extracting ferro-manganese and 
other minerals. The Orissa Government would provide for 
60% of the capital and the Tatas only 40%. But the managea^o 
ment would remain with the Tatas. : 

In 1948, the Air India International Ltd., was formed jointly 
by the Government of India and the Tatas, The government: 
took up 49 per cent of the share capital and undertook “to 

Radio, appealed to all Indian Bankers and Insurance companies on b&hatf of 
all Statu Governmmts that had recently sought public loans not to them 
down and hoped they would help the Governments in a measure comtnen-' 
Burate with the occasion and its needA**{Am7’ita Bazar Patrika^ Allahabad^ 
August, 1952, emphasis mine—A.R.) 

He madeiSlUiother appeal oft the next day : ^ 

“Madras, August 4.—Mr. C. Rajagopalachari, Chief Minister of Madras, 
said here today that insurance companies in India collected quite a lai^ 
amount from the people and they should therefore assist the State Govern-' 
ments substantially when the latter floated Ipans." i AmHta Bazar Piihrikai 
AUahabad, August 5, 1952)* 
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indemnify the Company against all losses in ppenifig the 
^mpany's services during the first five complete years of ita 
operation.’* And yet the Chairmanship of the company went 
toJ*R. D, Tata and the Tata Industries Ltd., were appointed 
secretaries and treasurers. 

The Government of India have already had seven 8 thousand 
ton ships built by the Scindias at the Vizag yard on govern¬ 
ment account and had them sold to the private shipping 
companies, mainly the Scindias themselves, at subsidised rates, 
much below the cost price. Even of this subsidised price, 
iixformed Sri Gopalaswamy Iyengar, India’s Transport Minister, 
Vthe government agreed to receive payment in instalments.”^^ 
(Amrita Bazar Patrika, March 27, 1951.) 

In conjunction with the Scindia Steam Navigation Company, 
the Government of India have formed the Eastern Shipping 
Corporation for plying cargo ships bet A^een India and Australia. 

The Visakhapatnam Shipyard of the Scindia Steam Naviga¬ 
tion Co. Ltd., has now been taken over by the newely formed 
Hindusthan Shipyard Ltd., two-thirds of whose capital is now 
owned by the Government of India and one-third by the 
Scindia Steam Navigation Co. Ltd. 

The Ballarpur Paper and Strawboard Mills Ltd., with an 
authorised capital of Rs. 2 crores was formed in 1946. The 
Madhya Pradesh Government in addition to the granting of a 
number of concessions, has taken 50*01% of the issued share 
capital of the Company. The Board of Directors includes 
K. M. D. Thackersey, the textile magnet and K. C. Mahindra 
of the Indian Aluminium Corporation Ltd. H 

The Orissa Cement Factory, a joint venture of the Govern¬ 
ment of Orissa and the Dalmia-Jain group has started workings 
The Orissa Government have taken Preference shares of Rs. 40 
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lakhs and has advanced another Rs. 50 lakhs under the 
Hirakud Dam scheme against the promised supply for four 
lakh tons of cement to the Hirakud Dam at a concessional rate* 

The Standing Advisory Committee of the Communication 
Ministry of the Government of India have agreed to grant g 
loan of Rs. 50 lakhs to the Air India International Ltd., 
towards the purchase of the latest type aircraft. (The Statesman^ 
Calcutta, February 20, 1952.) 

According to a statement made by Sri Raj Bahadur, Deputy 
Minister for Communications in the Parliament the Govern^ 
ment had paid subsidies to 12 airline companies during 1949-'50, 
to 17 and 13 companies respectively in 1950'51 and 1951-52* 
The amounts for the first two years were Rs. 49*30 lakhs and 
Rs. 72’75 lakhs, respectively. For 1951-52, subsidies amounting 
to Rs. 18*29 lakhs have already been paid out and further 
subsidies amounting to Rs. 23 lakhs were payable. (The 
Eastern Economist, March 7, 1952) 

Industrial Finance Corporation 

The Industrial Finance Corporation was set up by the 
Government of India in 1948 in partnership with the Banks, 
Insurance Companies, Investment Trusts and other financial 
institutions. The following is the brief summary of its 
constitution: 

“For the present the issued and paid up capital of the 
Corporation will be Rs. 5 crores divided into 10 thousand 
shares of Rs. 5 thousand each ; of these the Government of 
^dia and the Reserve Bank will take up shares of the value of 
Rs. 1 crore each and 1 thousand shares have been offered to 
the Co-operative Banks, and the balance is to be offered to 
^heduled banks, insurance companies and other like financiet 
institutions.-... 
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“The Government will guarantee dividends on shares at^ 

rates to be decided by them at the time of issuing the share. ** 

Out of a Board of twelve, 6 including the managing director 
w|II be nominated by the Government and the Reserve Bank 
^nd the rest by the private banks and insurance companies. 

The Corporation is authorised to issue debentures not 
exceeding 5 times the share capital and reserve fund. The 
principal and interests of these bonds and debentures \/ill be 
guaranteed by the Government. 

The Corporation is authorised to grant secured loans to 

public limited industrial concerns and co-operative societies 
engaged in industries; repayable within a maximum period of 
25 years. It may guarantee loans to be raised in the market 
by industrial concerns for an agreed rate of commission. It 
can under-write the issue of stocks, bonds and debentures and 
can retain as part of its assets such stocks, bonds and deben^ 
tures as it may have to take up in fulfilment of its under¬ 
writing obligations. 

Thus the Government and the private capitalists own and 
control the Corporation on 50-50 basis—with the Government 
of India under-writing its credit and guranteeing its profits. 

^ It has been granted wide range of powers over the debtor 
companies “to the extent of appointing its nominees on the 
Board of Directors of the borrowing company.*’ 

Up-to-date the Corporation has granted loans of about 
Rs. 15 crores to 20 types to industries. The Corporation thus 
not only links up the Government of India with the Indian Big 
Business, but also serves as a powerful weapon in the hands of 
the latter in its efforts to establish its dominion over various 
industries.* 

% : *Receady.. the Cosposadon sacured a loaa fiom the World Bank* 
Thus, it is an instrument for linking up Indian industries tkrou^ the Indian 
business With the Wall Street overlords. 
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One of the topmost industrialists and bankers, Sir Sri Ram 
is the present Chairman of the Corporation. 

Apart from the above, various State Governments hav^ 
up-to-date granted loans of about Rs. 30 crores to the privately, 
capitalist^. 

State Investment but Big Business control 

Even where the Government is not tied up with big business 
ip the ownership of the enterprise, it benevolently shares with 
the latter control over these state-owned establishments. 

The Reserve Bank of India, which holds the key to the 
financial and currency system of the country and is endowed 
with extremely wide powers for the regulation of the banking 
system was ‘nationalised^ on the 1st of January, 1949. But its 
policy is regulated by a Board of Directors, which contains 
representatives of the topmost stratum of the Indian bourgeowie 
like B. M. Birla, Purushottamdas Thakurdas, Sri Ram, R* P, 
Masani, etc. 

J. R. D. Tata and Sir A. Ramaswamy Mudaliar (Chairman 
of the Indian Steamship Company) are directors in a Board 
of three of the state-owned Hindustan Aircrafts Ltd. 

According to a report by the special representative of the 
Times of India, the Government of India contemplates tq 
associate the following big business representatives with various 
state-owned concerns : v 

Sir Ramaswamy Mudaliar as Chairman of the Board of 
Directors of the Machine Tool Factory and B. M. Birla, as ^ 
member ; K. C. Neogy, Chairman of the United Bank of India^ 
as the Chairman of the Sindri Fertiliser Factory with J. J, 
Qhandy of ^ Tata and Sir Sri Ram« directors.XTimes of Indli^ 
February 2, 1951) ' . ; 
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State regulation of economy 

More important than the above instances of direct merger 
of Indian monopoly capital with the State, is the ever^widening 
tegulation of the economy by the latter in co-operation with 
the representatives of the big business interests. At present, 
there are on the statute book at least a dozen acts for the 
regulation and control of various sectors of the economy 
including the following : 

1. The Essential Supplies (Temporary Powers) Act of 1946 

2. The Supply and Prices of Goods Act of 1950 

3. The Foregin Exchange Regulation Act of 1947 

4* The Import and Export (Control) Act of 1947 

5. The Capital Issues (Continuance of control) Act of 1947 

6. The Control of Shipping Act of 1947 

7* The Rubber (Production and Marketing Act) of 1947 

8. The Electricity Supply Act of 1948 

% The Mines and Minerals (Development and Regulation) 
Act of 1948. 

10. The Industries {Development and Regulation ) 
Act of 1951 

The Government of India has through successive amend*' 
jments extended the life and widened the scope of operation of 
each of these acts. And finally as [the crowning piece of 
legislation for state regulation of the economy, the Industries 
(Development and Regulation) Act of 1951 has been passed* 
A short resume of the important provisions of this act would 
explain its significance. The Act provides for, among other 
things, the following; 

1. This Act applies to 37 groups of industries including 
iron and steel, coal, jute, woollen and cotton textiles, cement, 
diectric motors, lamps, and fans, various types of machinery 
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including machine tools, chemicals, pharmaceuticals and drug^k 
automobiles, locomotives and rolling stocks, internal 
combustion engines, bicycles, agricultural implements, glass 
and ceramics, etc. 

2. Establishment of a new industrial undertaking with an 
invested capital of more than Rs. 1 lakh or substantial expan* 
sion of any such existing units would require a licence from 
the Government of India. The licence “may contain such 
conditions including in particular conditions as to the location 
of undertaking and the minimum standard in respect of size*..* 
as the Central Government may deem fit to impose”. 

3. “There may be levied and collected as a cess for the 
purposes of this Act on all goods manufactured or produced 
in any such scheduled industry as may be specified in this 
behalf by the Central Government by notified order a duty of 
excise,” 

4. The Act provides for Development Council (consisting 
mainly of industrialists with one or two labour leaders thrown 

in) for each industry or a group of specified industries, which: 
will have along with others the following functions : 

(a) Recommending targets for production, coordinating 

production programmes and reviewing progress from time tp^ 
time. . , 

(b) Suggesting norms of efficiency with a view to elimi*. 
nating waste, obtaining maximum production, improving, 
quality and reducing costs. 

(c) Promoting arrangements for better marketing... 

(d) Promoting standardisation of products. 

(e) Assisting in the distribution of controlled materials*..' 

(f) Promoting or undertaking inquiry as to materials^' 
and equipment and as to methods, and production, manage* 



- Monopoly Capital 


mont and labour utilisation, including the discovery and 
dwelopment of new materials,.and the conduct of experi¬ 

mental establishments and of tests on a commercial scale. 

(g) Promoting or undertaking scientific and industrial 
r^earch, research into matters affecting industrial psychology 
a|^ research into matters relating to production and to the 
cpxisumption or use of goods and services supplied by the 
industry. 

(h) Promoting or undertaking the collection and formula¬ 
tion of statistics. 

(i) Promoting the adoption of measures for increasing 
the productivity of labour, including measures for securing 
safer and better working conditions and the provision and 
improvement of amenities and incentives for workers. 

It will be seen that this Act is in effect a measure of reali¬ 
sing compulsory cartelisation under the patronage of the, 
State. 

Needless to say, this as well as all other control measures 
ate implemented, as the following instances show, in collabo¬ 
ration with and under the guidance of big business interests* 
State control under Big Business advice 

The Textile Advisory Committee formed to advise the 
Government from time to time on cotton textile policy, parti¬ 
cularly on the fairness of prices of cotton cloth and yarn 
includes the following : (1) G. D. Birla,. (2) Sir Sri Ram, (3) 
kastiirbhai Lalbhai, (4) Ambalal Sarabhai, (5) K. M. D. Thac- 
kersey, (6) Neville N. Wadia, etc. 

In addition to the above Committee which is responsible 
* for the formulation of long term policy, there are a few 
cammittoes for canying. on day to day These commi¬ 

ttees too are packed with top-most textile magnates, e*g., the 
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Cpnmuttee ‘for woirking out prices of cotton textile goods 
required by the government and to assist in the allocation of 
contracts for cotton textile material’ includes : (1) K. M, D. 

Thackersey, (2) Kasturbhai Lalbhai, (3) Sir Sri Rrm, etc. 

And the Committee on raw cotton includes : (1) K. M. D. 
Thackefsey, ^2) Kasturbhai Lalbhai, (3) R. G. Saraiya* (4) C. B. 
Mehta. 

The Advisory Committee of the East Indian Railway 
includes the representatives of the Indian Chamber of Com¬ 
merce, the Bengal Chamber of Commerce, the Bengal National 
Chamber of Commerce, the Muslim Chamber of Commerce, 
the Bharat Chamber of Commerce, the Indian Mining Asso¬ 
ciation, the Indian Mining Federation, the Calcutta Trades 
Association, the Bihar Chamber of Commerce, the Indian 
Colliery Owners’ Association, the Bihar Industries’ Associa¬ 
tion, the Merchants’ Chamber of U. ?♦, the Upper India 
Chamber of Commerce and the U. P, Chamber of Commerce. 

The Advisory Committees of the O. T. Railway includes 
the representatives of the Bihar Sugar Mills’ Association, the 
Bihar Chamber of Commerce, the Bihar Industries’ Associa¬ 
tion, the ^Indian Mercantile Chamber of Commerce, the Upper 
India Chamber of Commerce and the U. P. Chamber of 

■ t 

Commerce. 

Similarly with every single state railway in India. 

« Then there are the networks of advisory committees andf 
pwels, etc., through which the top monopolists influence,; 
guide and control the economic and administrative machinery, 
of the state. A few examples of these liaison organisations 
are given below s . ^ 

> > Shaiui P^ K* P. Goeaka and Amhaltl Kilachand 

are on Ae Import Adyisory CoqnciU 
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Tulsidas Kilachand and N. L. Kanoria are on the' Export 
Advisory Council, 

B. M. Birla, Tulsidas Kilachand and D. M. Khatau are on 
the Planning Advisory Committee. 

Tulsidas Kilachand is also on the Prices Advisory Board. . 

Finally the Advisory Council formed under the Industries 
(Development and Regulation) Act to exercise general control 
and supervision over the main 37 groups of industries contains 
12 representatives of big business including]. R. D. Tata» 
G- D. Birla, B. N. Mukherji, Kasturbhai Lalbhai, etc., while the 
representation of labour including the labour lieutenants of the 
monopolists consists of five only. 

Some implications of control measures 

How these measures for the regulation and control of 
economy serve to strengthen the monopolist tendencies will 
be seen from the following speech made by A* R. Bhat, 
delegate from the Marhatta Chamber of Commerce and 
Industry to the annual session of the Federation of Indian 
Chambers of Commerce and Industry held in 1952. 

“But I frankly say*^ said he, “that we are afraid that ijhe 
interests of small and medium scale industry would not be 
properly safeguarded, if the Development Councils (formed 
under the Industries—^Development and Regulation—Act) are 
combed by representatives of ‘big business’. One of thfe 
important questions that will have to be decided by such 
councils is regarding the size of an ‘economic unit’ in industry* 
Our experience of ‘big business’ in regard to this matter is 
not happy* Let us take the case of cotton textile industry. 
The Post-War Planning Committee (Textiles) tecbmtnehdekl a 
mill with 25,000 spindles, with commensurate numb^' of 



State and Monopolies 


77 


power-*iooms as a proper *‘economic unit’* and based its cab 
culations of production on labour efficiency obtained^ in.^ 
advanced textile industry centres. The Tariff Board» when it 
went into the question of fair price for yarn and clothe 
adopted the recommendations of the said Committee and left 
out of its consideration a good number of units which it 
considered infra-marginal with the result that a number of 
small textile units in an economically backward tract like 
Maharastra> which were started and developed by local initia¬ 
tive, though efficient, proved “uneconomic” in terms of the 
fair price formula evolved by it. 

“The same**, he continued, “was the case with the Panel on 
Paper and Paper Board Industry. It recommended a unit with 
an annual productive capacity of 6,000 tons as a proper ‘eco¬ 
nomic unit* for post-war development of the industry. ...But 
even in Britain there are small units in the Paper and Paper 
Board industry which have been profitably working side by side 
with large units...The result of the Panel recommendation has 
been that the Government of India are in two minds when a 
small board concern approaches them for help...** {Proczedings 
of the 25th Annual Meeting of the Federation of Chambers of 
Commerce and Industries, pp. 100-101). 

It will be seen how the stipulation about the size of the 
industrial units serves to shut small business out of bounds. 
And, the, stipulation about the size is but one of the facets of 
the complex pattern of control and regulation of the economy. 
Control of capital issue, allocation of raw materials, licence 
for import of machinery, and even allotment of railway 
wagons for moving the raw material and finished products-^ 
all these serve as weapons in the hands of big business, repre¬ 
sented in advisory committees and on the friendliest terms. 
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with the ministers, members of Planning Commission, panels 
and boards, etc., in expanding their sphere of business at the 
cost of smaller units. 

Big Business attitude towards controls 

While objectively, state regulation and control of economy 
under the present set-up and according to big business advice, 
cannot but lead to the undermining of free competition and 
give encourgement to cartelisation, it does not necessarily 
mean that all sections of big business opinion would equally 
welcome it. But there are indications that top leaders of 
Indian big business are more and more taking up an attitude 
of support rather than opposition to these measures. This is^ 
clear from the following excerpts from the proceedings of the 
last annual meeting of the Federation of Indian Chambers of 
Commerce and Industry. 

‘‘We”, said Karamchand Thapar, “are asking Government 
to remove the handicaps, but we must also ask the industry to 
put its house in order. Rationalisation of management has to 
be secured if we want sufficient help from Government, 
because some managements are not working properly and for 
that the Industries (Development and Regulation) Act has 
been passed.” 

“Private enterprise”, he continued, “has to visualise for 
itself a new role and accept in the larger interests of the 
country a new role of discipline.” (Ifcid, pp. 69-70). 

“We”, said Shanti Prased Jain, President of the Federation, 
‘are not opposed to the principle and objectives of this Indus¬ 
tries (Development and Regulation) Act. What we say is that 
the administrative machinery should be such that delays are 
-avoided and production is not hampered.” (Ibid, p; 91) 
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To finally allay the fears and remove the misunderstandings 
of the big business world, if any, the Minister of Planning, 
Government of India, Gulzarilal Nanda, who was present in 
the session of the Federation, rose to reply to the discussion 
on the economic policies of the Government of India. 

“Take’’, he said, “this Development Council or this Act 
for development and regulation of Industry. It is not that 
the industry were not consulted. Numerous consultations and 
conferences took place and towards the end there was a very large 
degree of agreement between us and them regarding the need for 

these provisions .Representatives of business and industry 

will be appointed mostly inconsulation with their organisations 
and therefore whether Mr* Birla or Mr. Tata or anybody else 
is not individually present, certainly they should not ha^e any 
apprehensions that there will be injustice, distregard of their 
position or interest, because it will be their fellow-workers, 
their colleagues in the field of business and industry who 
would be .looking after these industries. This is about 
regulation.” {Ibid, p. 109 ; emphasis mine—A. R.) 

The Financial Columnist of Birla’s Hindustan Times is also 
worth quoting on the question. Discussing about the control 
of capital issues, he writes : 

“For one thing, control on capital issues is a necessary 
concomitant of a planned economy. Secondly in' the form in 
which it has been functioning, especially after the association of 
non^officials, one hears of very few complaints against the 

Office of the Controller of Capital Issue.the office of 

die Controller of Capital Issue, assisted, as at present, by itd 
Advisory Committee, on which must be represented satnk 
leading industrialists and businessmen. Reconstituted as above, 
iand with powers which it is presumed it already^ ba8,......&e]ce 
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is no reason why the present organisation for channelising 
investment in the desired direction and to the country’s 
greatest good should not work all right.” (Hindustan TimeSf^ 
Delhi, July 24, 1952 ; emphasis mine—^A. R.) 

Protection and Subsidies 

Then there is the permanent Tariff Board formed by the 
Government of India under the chairmanship of G. L. Mehta 
(connected with the Walchand Hirachand'Scindia interests) 
which is building up an elaborate system of protection and 
subsidy to Indian industry, mostly under the control of 
monopoly interests. 

At present as many as 40 groups of industries are enjoying 
tariff protection. The following is an instance of state subsidy 
to industry—the Alluminium Industry : 

Table XX 

Subsidy to Aluminium Industry 

Year Rates of subsidy in Rs. per ton 

Indian Aluminium* , Aluminium Corporation 

1949'50 330 on sheets and circles 710 on sheets and circles 
... 900 on ingots 

1950<^51 230 „ 610 on sheets and circles 

825 on ingots 

4951-52 130 „ 510 on sheets and circles 

750 on ingots. 

Apart from these there are a number of cesses, equalisation 
funds, etc., created under statutory laws out of the super 
profits wrung from the exploitation of the workers s^nd 

*This is in fact a subsidiary of the Canadian Aluminium Company, 
with some guinea pig Indian directors associated with it. Yet, it is receving 
fat subsidies out of Indian taxpayer’s money. 
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consumers which are jointly handled by the State and the big 
business interests. 

It seems the big business interests are not satisfied with the 
association of their organisations with the machinery of the 
State already achieved; they want more. ‘‘In the absence of 
representation”, said M. A. Chidambaram, President of the 
Southern India Chamber of Commerce in a speech at Madras 
on August 4> 1952, “of commercial experts in the legislatures, 
there is a strong case for enhancing their representation in other 
bodies and in associating them in larger measure in commissions and 
committees to keep Government informed of their view-points 
at least.” (Amrita Patrika, Allahabad, August 6 , 1952; 
emphasis mine—^A. R.) 

To sum up : 

(1) The State is the biggest single employer in India. 

( 2 ) It is closely tied up in joint economic ventures with the 
Indian monopolists. 

( 3 ) The economic organs of the State are manned , by the 
representatives of the Indian monopolists. 

( 4 ) The State is extending the sphere of its control and 
regulation of the economy. 

( 5 ) Features of State Monopoly Capitalism are gradually 
emerging. 
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CHAPTER VI 

POSITION OF BRITISH CAPITAL IN INDIA 

So far, we have discussed the growth and consolidation of 
Indian monopoly capital, more or less in isolation from the 
domination of British finance-capital in India. This isolation 
is obviously unreal. Unless we study the position of British 
finance-capital in India today, we cannot really assess the 
character of Indian monopoly capital. Actually, the rise of 
Indian monopoly capital has taken place within the framework 
of the domination of British finance-capital and conditioned 
by it. More, they are linked up with each other with innu¬ 
merable threads, which precisely determine the essentially 
? colonial character of the Indian monopoly capital. Let us 
enumerate some of these links. 

British imperialist overlordship 

Indian Currency and Finance are still closely tied up with 
the Bank of England. 

Against a total note issue of about Rs. 1,100 crores, the 
Reserve Bank of India has a gold reserve of Rs. 40 crores only. 
By far the most important cover for the Indian currency is 
the Sterling reserves held in England, now amounting to 
about Rs. 800 crores. This serves as a highly effective lever 
in the hands of the British imperialists in controlling the 
Indian bourgeoisie. Because the repudiation or even a drastic 
scaling down of the Sterling reserves would lead to, not only 
th^ wiping out of the foreign exchange resources of the 
country, but also to a near-collapse condition of the internal 
currency system. Only the bold action of confiscating the 
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British imperialist holdings in India coupled with barter agrees 
ments with the Soviet Union, People's China and other 
People’s Democratic countries could counter the ^'situation 
thus created. But the Indian big business is not expected to 
contemplate these steps. So, the Bank of England devalued 
the Pound Sterling without a prior consultation with the 
Reserve Bank or the Government of India, and then uncere¬ 
moniously asked the latter to follow suit. And, it was 
promptly done. Similarly, the Bank of England and the Bfitish 
Treasury increased the bank rate and immediately following 
the bank rate in India was raised too, 

This mechanism of currency link-up also serves to streng¬ 
then tjie credit of the Bank of England with the current 
surplus of India's foreign trade, if any, deposited in London. 

The British Commonwealth holds the major share of 
India's foreign trade. According to the calculation of the 
Fiscal Commission (1949-50) the total value of India's export 
trade to the Streling area (excluding Pakistan) in the 18 months 
from January 1948 to June 1949 was Rs. 469.90 crores, out of 
the total of Rs. 798.40 crores or a little over 58% of the total. 
Similarly the imports from the Sterling area (excluding Paki¬ 
stan) in the same period were valued at Rs. 534.20 crores out 
of a total of Rs. 1026.70 crores or about 52/' of the total. 
(Report of the Fiscal Commission, Vol. 1, p. 134) 

The overwhelming bulk of the foreign trade of the country 
is handled by the British companies and exchange banks, 
mostly British. And, these exchange banks play no small 
part in the internal economy of the country too. According 
to the survey by the Reserve Bank of India, quoted earlier, at 
the end of June, 1949, the total advances made in India by 
these banks amounted to Rs. 122 crores which was about 26% 
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of the aggregate advances of all the scheduled banks on diat 
date. Of this, Rs. 38 crores went to the industry and Rs. 60 
Clares to commerce. 

Value of British investments in India 

According to the recent census carried out by the Reserve 
Bank of India (Census of India’s Foreign Liabilities and Assets) 
the total equity value of British investments in India (i.e., the 
face value of the paid-up share capital plus the proportionate 
share of reserves), excluding short-term liabilities, c.g., loans 
and advances, inter-branch and inter-company balances stood 
at Rs. 248.21 crores. 

Since this figure includes a share of the reserves, this is not 
comparable with the total paid-up capital of the joint-stock 
companies registered in India (an error committed by some 
journalists). But some idea of the specific gravity of the 
former in the Indian economy can be gleaned, if it is remem¬ 
bered that the latter does not exceed Rs. 600 crores. 

According to the above Census by the Reserve Bank, the 
total number of joint-stock companies registered in India, but 
controlled by foreign interests, apart from the companies 
incorporated abroad but operating in India, numbered 635 ; 
of which, 173 were in manufacturing industries, 162 were 
trading companies, 27 in mining, 36 in insurance and invest¬ 
ments, etc., 138 in plantations, and so on. 

Some of these 600 and odd companies are the direct 
subsidiaries [’(India) Ltd.] of Britain’s world monopolies, c.g„ 
thelCI (India) Ltd., for the distribution of imported ICI 
products and the Alkali and Chemical Corporation of India 
Ltd., for local manufacture. The former also acts as the 
holding company for the latter. Similarly the Lever Bros. 
(India) Ltd., is the biggest single manufacturer of soaps in India 
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and the Dunlop subsidiary enjoys the virtual monopoly in the 
production of rubber tyres in India* 

But the typical form of controlling Indian joint-stock com¬ 
panies, historically evolved by the British finance-capitalists 
is the managing agency* Some of the managing agencies 
are as old as the East India Co., itself. Every page of their 
history is soaked with the blood and tears of the Indian 
'*coolies’, workers, and peasants. But that is not the subject 
matter of our present discussion. 

British Managing Agencies 

A recent study* of managing agency firms in India shows 
that only 30 British managing agency firms together control 
^0 companies, spread over every field of the economic life 
of the country. It should also be remembered that there is a 
great unevenness even among these British managing agency 
firms themselves. While the smallest of them, for instance^ 
Parry and Co. has only 3 companies under its control, the 
bigger ones, like Andrew Yule and Co., Bird-Heilgers, and 
Mcleod-Begg Dunlop, have under their control 56, 57 and 60 
companies respectively. 

According to the Census by the Reserve Bank, the control 
by the British managing agency firms (which is based on a 
‘legal* contract between the managing agency firms and other 
X>romoters of the company, which almost always coincide, 
generally for a period of 20 years with option for further 
renewals) is exercised through the holding of only 15% of the 
share capital on an average. 

Thus the amount of British investments in Indian com¬ 
merce and industry, which stood at about Rs. 250 crores in 

*See **Growth of Business Houses in India” by '‘A Student” in 
India To^ay^ August, 1952 
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June, 1948, is not a real index to the control exercised by the 
British finance^capitalists. 

The general and/or indirect control exercised by British 
capital through its domination over India’s currency, finance^ 
and trade, etc., cannot be measured up in figures. Even the 
control of foreign interests over the organised industries in 
India is hardly measurable with any degree of accuracy, beca*- 
use the forms of control are so devious and correct informa¬ 
tion is so closely guarded secret. 

Proportion of British control—a rough estimate 

The following calculation by the Economic Section of the 
Cabinet Secretariat of the Government of India, made on the 
basis of a partial study—of only about 1,000 companies with 
a paid-up capital of Rs. 5 lakhs or over—can serve only as a 
rough indication rather than an exhaustive and accurate 
assessment of the grip of British finance capital over Indian 
industry. 

This calculation is based on a study of “the position of 
Indian joint-stock companies with paid-up capital of not less 
than Rs. 5 lakhs and 93 companies incorporated abroad 
but working in India...” 

“Foreign controlled companies in this study have been 
taken to include : 

(i) Companies incorporated in other countries and 
doing business in India ; 

(ii) Indian joint-stock companies controlled by foreign 
managing agencies : 

(iii) Indian joint-stock companies having a majority of 
foreigners on the board of directors.” 

The following is a tabular summary of the above study : 
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Table XXI 

» 

Proportion of Foreign Control in Certain Industries 


Industry 

Total companies 

1 

Proportion of foreign 
control to total (p.c.) 


Numberj Capital (Rs. j 
j crores) j 

Number 

Capital 


A. Foreign control « 

over more 

than 50% of capital 


Petroleum 

4 


1 75 

97 

Rubber Manu¬ 


3*6 

i 


facture 

4 

1 

i 75 

93 

Light Railways 

14 

i 1.5 

77 

90 

Matches 

5 

1 5.9 

60 

90 

Jute 

66 

1.9 

80 

89 

Tea 

105 

23.4 

81 

86 

Coal 

49 

16.4 

69 

62 

Mining other 


8.9 

62 


than coal 

16 


73 

Rubber planta¬ 


9-1 



tion and distri^ 


i 



bution 

24 

6-5 

25 


Total of Group A 

287 

77.2 




6 . Foreign control over less than 50% but more than 25% of capital 


Financing . 

199 1 

68'7 

19 

46 

Electric 

44 

27*6 

52 

43 

Engineering 

81 

46*8 

31 

33 

Coffee 

16 

2-3 

19 

37 

Food 

31 

2-0 

16 

32 

Paper 

14 

5.4 

29 

. 28 

Total of Group b| 

385 

152*8 
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C. Foreign control over less than 25% of capital 


Sugar 

! 

! 61 

13*9 

' 25 

24 

Cotton Textile 

1 152 

47-3 

16 

21 

Cement 

8 

13*6 

i 

12 

5 

Total of Group C 

221 

j 

74-8 i 




It will be seen that though in terms of aggregate paid-up 
capital, the share of foreign control is much less than the 
Indian, a number of key and vital industries like coal and 
*other mining^ petroleum, and light railways, are predomi¬ 
nantly under foreign control, so also the two major export 
industries—tea and jute. In financing, electrical and enginee¬ 
ring industries, the share of foreign control varies between 46% 
and 33%. Even in the major national industries, like sugar 
and cotton textiles, the share of foreign control is considerable, 
24% and 21% respectively to be exact.* 

This underlines the dominating influence of foreign capital, 
chiefly British, on the one hand and the extremely narrow base 
of the Indian monopoly capital right within its home economy 
on the other. 

* The aboTe figures relate to the proportion of the control of foreign 
capital over difiFerent industries in terms of paid-up capital. In table 
VII (Ch. I,) we have discussed the proportion of foreign capital in terms of 
workers employed. 

The proportion of foreign investments^ distinguished from control, in 
certain industries will be seen in a table given In the appendix. 



CHAPTER VII 

INTER-RELATION BETWEEN BRITISH AND 
INDIAN SECTORS 

According to the data revealed in the Census of India’s 
Foreign Liabilities and Assets, mentioned earlier, there is not 
a single sphere of British investments, in which British capital 
is not interlocked with Indian. 

The total capital of British partnership firms was Rs. 1*54 
crores, of which Rs. 51 lakhs or 33% were held by the Indians. 
(Census of Foreign Liabilities etc., RBI, Table IIH4) 

The total capital resources employed by the Indian branches 
of British companies were Rs. 186’96 crores, of which Rs. 55*68 
crores or about 40% were mobilised in India. (Ibid, Table IIH5) 

The total equity value (share capital plus reserves) of the 
Indian joint-stock companies controlled by British capital 
(apart from those controlled through managing agency) was 
Rs. 72*09 crores of which Rs. 18*47 crores or 25% were held 
by the Indians. (Ibid, Tables III—18, 19 & 21.) 

The total equity value (share capital plus reserves) of the 
Indian joint-stock companies under the management of the 
British managing agencies was Rs. 75*64 crores, of which Rs. 
64*29 crores or 85% of the total were held by Indians. (Ibid, 
Table III—21) 

Even in the foreign managing agencies themselves, Rs. 5*53 
crores out of a total equity value of Rs. 16.34 crores, or 32%, 
of the total were held by the Indians. (Ibid, Tables III—18, 19, 
20 & 21 ). 

And, finally, Rs. 41 crores worth (equity value) of shares 
of the Indian joint-'Stock companies, apparently imder Indian 
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control, held by the British capitalists. (These holdings 
have been classified in the above census as ‘Portfolio invest¬ 
ments’.) 

Indian collaborators of British capital 

This collaboration between British finance-capital and a 
section of Indian bourgeoisie is reflected in the composition 
of the boards of directors of the joint-stock companies. 
Quite a number of Indian directors are found on the boards of 
companies controlled by British capital and vice versa, 

n recent years, the process has further advance. Since the 
Mountbatten settlement, a number of British managing 
agencies also have been transformed from private companies 
into public companies and have taken Indian directors on the 
board of the managing agency firms themselves. The following 
is a list of the leading British managing agency houses which 
have taken in Indian directors : 



Name of the 

No, of com¬ 

Names of Indian directors 

Managing Agency 

panies under 

in the M. A. firm 



its control 


1. 

McLeod and Co Ltd, 

60 

Chotaylal Kanoria 

2. 

Gillanders Arbuthnot 



and Co. Ltd. 

48 

Maharaja of Burdwan 




Sachindra Chowdhury 

3. 

Jardine Henderson 




Ltd. 

24 

Girdharilal Mehta 




G« C. Bangur 

4. 

Mcneil and Barry Ltd. 54 

A. D. Shroff 




Khan Bahadur C. B. 




Taraporvala 
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'Name of the No. of com- Names of Indian directors 

Managing Agency panics under in the M. A. frim 

its control 

5. Octavious Steel and 

Co. Ltd. 53 Dewan R. K. Jalan 

Bahadur 
K. P. Goenka 

6. Shaw Wallace and 

Co. Ltd. 35 P. C. Chaudhury 

H. P. Poddar " 

G. C. Bangur 
Lord Sinha of Raipur 

An important feature to be noted from the above is that, 
apart from A. D. Shroff (a partner of Tatas) none of the 
topmost layer of the Indian big business, i. e., Tatas, Birlas, 
Singhanias, etc., are organically linked up with the British 
managing agency houses. Qenerallyy it is elements from the 
mutsuddi (compradore) class like P. C. Chaudhury and H. P* 
Poddar, landlords like Maharaja of Burdwan, and stock- 
exchange speculators like, Bangur, Jalan and Kanoria, that 
have lent themselves as the Indian sign-board of the British 
monopolies. 

That there is a stratum of Indian bourgeoisie which specia¬ 
lises in associating with British capital and serves as its ‘guinea 
pig’ directors is also borne out by the following : 

K. P. Goenka (son of Sir Badridas Goenka) who is a 
director of the British managing agency^ Octavius Steel & Co. 
Ltd«, also holds ditectorships of 3 coal companies, managed by 
Shaw Wallace &. Co. Ltd., and another managed by Bird- 
Heilgers, of 3 Jute mills under Bird-Heilgers and Duncan Bros.>, 
of the Titaghar Paper Mills under Bird-Heilgers and Cheeta 
CUiatak Ropeway Co., under Gillanders Arbuthnot & Co.Ltd.. 
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G. C. Bangur, who is a director of both Jardine<'Hender- 
son, Ltd., and Shaw Wallace & Co., Ltd., holds directorships 
in the following companies: 

1 Coal company managed by Andrew Yule & Co. ; 

2 Cotton Mills managed by Kettlewell Bullen &. Co. ; 

2 Jute Mills managed by Kettlewell Bullen & Co. ; 

3 Jute Mills managed by Andrew Yule & Co. ; 

2 Miscellaneous Companies managed by Andrew Yule 

& Co*; 

2 * Miscellaneous Companies managed by Bird-Heiigers 

Ltd. 

TTien there is G. L. Bangur in the following companies : 

2 Jute Mills under Mcleod Sl Co., Ltd. ; 

2 Jute Mills under Gillanders Arbuthnot Co., Ltd. 

1 Jute Mills under Mcneil & Barry Ltd. ; 

1 Jute Mill under Bird-Heilgers Ltd. ; 

2 Miscellaneous companies under Andrew Yule & Co.; 
one each under Bird-Heilgers, Gillanders Arbuthnot, Hoare 
Miller, and Balmer Lawrie. 

Similarly C. L. Jatia is a director of the following British 
controlled companies : 

1 Coal company under Andrew Yule ; 

1 Jute Company under Andrew Yule ; 

2 Jute Companies under Mackinon Mackenzie ; 

1 Jute" Mill under Mcleod and Co. Ltd. ; 

1 Jute Mill under Bird-Heilgers Ltd, and 

2 Miscellaneous companies under Andrew Yule and Co. 

While it is correct and necessary to make a distinction 

between Tata«, Birla, Singhania, etc. u e., the top of the Indian 
bourgeoisie, who have an independent industrial base, and 

*The House of Tatas» in fact, forms a class by itsdf. While they 
possess the most solid and substantial industrial and financial base among 
the whole of the Indian bourgeoisie, they are on the other hand, most 
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Bangur, Goenka, Jatia, Kanoria etc., who have no such base 
and who are organically connected with British finance capital 
in India, it would be absolutely mistaken to conclude that 
Indian monopoly capital represented by Tata, Birla, etc. and 
British finance capital exist and operate in completely different 
spheres and that no cohnections exist between them. On the 
contrary the two sectors are interlinked and overlapping. 
The following are only a few illustrations of this collaboration. 

Big Business collaborators 

As has been noted earlier, A. D. Shroff, a partner of 
J. R. D. Tata in the managing agency firm—^Tata Industries 
Ltd.—is a director of the British managing agency firm, Mcneil 
&L Barry Ltd. It is rumoured in knowledgeable circles that tbe 
Tatas have cornered a sizable share of the British company’s 
holdings and closer integration of the two managing agencies 
are to be expected in the near future. 

Sir Purushottamdas Thakurdas—a co-director of J. R. D. 
Tata on so many Tata concerns and a co-signatory of the 
Tata-Birla Plan is very closely connected with the Killick Indu¬ 
stries Ltd. (the old British managing agency firm, Killick 
Nixon and Co. in a new garb) and holds directorships in 3 
other concerns managed by Forbes, Forbes, & Campbell. 

intimately connected with foreign monopoly capital. For instance, they^ 
are linked up with American capital in the group of Hydro-electric com¬ 
panies, with Marshall Sons flndia^ Ltd and Jessop Co. Ltd. in Tata 
Locomotive and Engineering Co Ltd. ^TELCO), with £. K. Cole Ltd. of 
the U.IC. in the National Ecko Radio and Engineering Co, with Stuart 
and Lloyds in a pipe factory at Jam^edpur and with the British Insulated 
CaUendm Cable Co. in the India Cable Co. Ltd. 

Tataa are also connected with the British managing agency firm in 
India, Macneil, Barry & Co. in which they hold 49% of the share 
Capital and also with ICilbum & Co., and Macldnon Mackenzie & Co. 

iUght inside the centre of the Tata empire, the Tata Industries 
Ltd, wmchisthe managing agency firm of the House of Tataa, there is o 
representative of British big business in the person of T V. Badddey, 03JE. 
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M. P. Birla is a director of 2 jute mills under Mcleod & 
Co. Ltd. and L. N. Birla of a cotton mill under Shaw Wallace. 

Sir Jehangir Ghandy, Tulsidas Kilachand, V. N. Chand- 
avarkar, Ambalal Sarabhai; Ramniwas Ramnarain, Navin- 
chandra Mafatlal, D. M* Khatau—all stalwarts in Indian Big 
Business—hold more than one directorships each in com¬ 
panies under the management and control of the British 
managing agency firms. 

The biggest credit institution in the country, namely, the 
Imperial Bank of India Ltd. is under the joint managment 
and control of the British and Indian big business, with the 
nominees of the Government of India thrown in. 

Sir Joseph Kay is a director of the Central Bank of India, 
which ranks only next to the Imperial Bank and is known to 
be under the dominant influence of the Tatas, and the biggest 
life insurance company in India, namely, the Oriental 
Government Security Life Assurance Co., Ltd. 

One of the biggest combines in India, the A. C. C. Ltd., 
contains British shares and directors and the British managing 
agency, the Bird & Co., serves as its distributor and agent in 
Northern India. 

These are only some of the instances of the direct link-up 
between British and Indian big business. But there are other 
forums of collaboration too* 

The Indian Jute Mills' Association (I.J.M.A.) which is 
firmly under the grip of British capitalists also includes in its 
membership the Indian mills and sometimes has Indian oflice- 
bearers too. Similarly, the Bombay Mill-owners’ Association 
under the predominating influence of the Indian textile mag¬ 
nates includes the representatives of the British interests* 
Similarly, in the British dominated Indian Engineering 
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Association, the Tatas are enrolled as members and they also 
sit on the committee* 

Quite often officially sponsored bodies like the Textile 
Advisory Committee or the Advisory Committee of the Rail¬ 
ways include both the Indian and British big business 
nominees. 

The grand durbar of the British great moguls, i.e., the 
annual session of the Associated Chambers of Commerce 
traditionally addressed by the British Viceroys and now by the 
Indian Prime Minister or the Minister of Finance, is also 
attended by the fraternal delegates from the Indian Chambers 
of Commerce. 

In this way, the big business interests, though not merged 
are very closely linked up with the British imperial interests 
in India. 

Apart from these connections with the existing offshoots of 
the British monopolists in India, the big bourgeoisie in India 
has recently begun to enter into deals with the parents of 
these British firms and giant American monopolies as well. 
The Marshall-Tata link-up for the production of road rollers 
and locomotives, the Nuffied-Birla and Studebaker-Birla 
agreements for the assembling and production of motor cars 
and trucks in India, the Squibb-Sarabhai deal for the manu¬ 
facture of drugs and chemicals, etc., are instances of this 
type. A large number of such cases have been analysed and 
exposed in the studies : IndO'British Big Business Deals and 
Foreign Capital in Free India (P.P.H. Publications). 

To sum up : ' 

(i) The British capital at all levels is tied up with the Indian 
capital* 

(ii) There is a stratum of Indian bourgeoisie of compradore^ 
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speculator character—which is organically linked up with British 
finance-capital and has no independent industrial base of its own* 
{Hi) The top stratum of the Indian bourgeoisie which has 
an independent industrial and financial base^ has a number of 
contacts, ties, and connections with British finance capital in India, 
(iv) The latest feature is deals and tie-up between Indian 
big bourgeoisie on the one hand and the metropolitan monopolies 
on the other. 



CHAPTER VIII 

A NOTE ON INDIAN MONOPOLISTS' LINKS WITH 
FEUDAL INTERESTS 

“Indian capital is proverbially shy. Even so a large amount 
of capital has been invested in Indian industries. The source 
has been partly the princely order and the big zaminders, and 
perhaps to a larger extent the middle class people." (Written 
evidence by the Bengal National Chamber of Commerce, 
Report of the Fiscal Commission, 1949-50, Vol. 2., p. 96 ; 
emphasis mine—A. R.) 

It is not possible to estimate the amount of capital that has 
come to the industry, trade and banking from the feudal 
interests. But it is generally believed to be not quite negligible. 
Landlords like the Maharajas of Darbhanga, Burdwan and 
Cossimbazar, Raja of Bhagyakul and the Law family of Calcutta 
are known to have invested in organised industries in a fairly 
big way. 

Direct links 

Similarly some of the rulers of the native states like 
Hyberabad, Mysore, and Baroda had started a few industries 
in their respective states and held a sizable chunk of industrial 
securities., According to Dr. P. S. Lokanathan, the ei^tire lot 
of sterling debentures floated in London (since redeemed) by 
the Tata Iron and Steel Co. Ltd., in 1926 were purchased by 
an Indian Prince. 

It is known that in the twenties, Tatas borrowed from a 
feudal chief a large amoimt of money for the Tata Iron & Steel 
Co. Ltd., (TISCO), by pledging six annas in the rupee of the 
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managing agency commission they received from the Company* 
The agreement still continues though the levy has been reduced 
from 6 annas to 4 annas in the rupee. 

The major share of the capital of Tata’s Investment 
Corporation is also reported to have come from the princes. 

A host of banks founded in ‘native states’ imder the 
patronage of princes, like the Bank of Baroda, Bank of Mysore, 
Bank of Jaipur, Bank of Jodhpur, Bank of Kolhapur, Bank of 
Patiala, etc., serve as an important feeder system for the big 
business interests. 

Industrialists like G. D. Birla and Sir Sri Ram on the other 
hand are also owners of landed estates. Big banks and 
insurance companies also go in for land speculation in the 
urban areas. 

Apart from the case? of landlords like the Maharajas of 
Burdwan and Darbhanga and Cossimbazar, etc., serving as 
^guinea pig’ directors for the British monopolists, the following 
are some of the instances of links that exist between feudal 
elements and the Indian Monopolists : 

Sardar Barkat Hayat Khan and Pingle Venkatarama Reddy, 
jaigirdars of Hyderabad are on the Board of Directors of the 
biggest cement combine in India, namely, the A.C*C. Ltd. 

Nawab Sir Taley Muhammad Khan of Palanpur is a 
director of the Tata Oil Mills Ltd. 

Raja B. N. Chadhury of Santosh holds directorships in the 
following Birla concerns ; (1) Central India Coalfields Co. 
Ltd., (2) Western Bengal Coalfields Ltd., (3) New Asiatic 
Insurance Co. Ltd^ 

He is a director of the Jogta Coal Co. Ltd., too. 

Raizada Brijmohan Lai is a director of the Dalmia Cem^t 
Co. Ltd. 
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Raizada Jagmohan Lai holds directorships in two sugar 
companies of the Dalmia Jain group. 

Raja R. R. Prasad Sinha and Maharaja Bahadur Mahadev 
Saran Prasad Sahi also hold directorships in Dalmiajain 
concerns. 

Nawab Sir K. G. M. Faroqui is one of the directors of the 
United Bank of India, the 8th biggest bank in India. 

Raja H. G. D. Harichandra is a director of the Talcher 
Coalfields Ltd. 

General Subarna Shamsher Jung Bahadur Rana of Nepal is 
the Chairman of the National Indian Life Insurance Co. Ltd. 

The Rana families also hold the majority of shares in the 
Indian Steamship Co. Ltd. 

These are only some of the general indications of the direct 
ties between the Indian big bourgeoisie and the feudal interests. 

But more important than the direct ties, it seems, are the 
indirect benefits reaped by the Indian monopolists from the 
presence of the powerful remnants of feudalism in the coimtry. 

-e 

Cheap ‘colonial’ labour 

The pauperised peasantry serves as the vast reserve of 
cheap labour and the semi'feudal land syttem as the source of 
cheap raw materials for the Indian industries. While these 
very factors by setting extremely narrow limits to the home 
market precludes the possibilities of vigorous and all round 
development of capitalism in India, they have on the ocher 
hwd helped the Indian bourgeoisie to withstand the cut' 
throat competitiori from powerful foreign manufacturers. The 
cotton mills in Bombay and Ahmedabad could beat off the 
off^ive of Lancashire backed by the Whitehall, chi^y 
because Indian 'labour was incomparably cheaper than the 
Beitidi. The Indian Monopolists have devdioped to their 
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present stature on the basis of this colonial foundation and 
they still depend upon it. This will be evident from the 
following report of J, R. D. Tata’s talks with the shareholders 
of the Tata Iron and Steel Co. Ltd. 

“Mr* Tata was optimistic,” reports the columnist of the 
Bombay weekly, Commerce, “about the outlook of the Indian 
steel industry. He had no fear in his mind that the dumping 
of foreign steel into India by foreign steel producers, experi¬ 
enced in the interwar years, would recur, even assuming that 
a few years hence, there will be surplus production of steel 
in the U.S.A and Europe.” 

What is the basis of this confidence ? 

“India was the second,” according to Mr. Tata’s opinion, 
“i/ not the first cheapest steel making country in the world ; the 
cost of statutory prices of steel in India (which are consider¬ 
ably above the retention prices) today being no more than half 
the landed cost of imported steel. It would indeed be difficult 
for the foreign steel manufacturers to undercut the Indian 
manufacturers in the domestic market...” (“Market Gossip,” 
Commerce, Julyj25, 1951 ; emphasis mine—^A. R.) 

It is the exploition of cheap labour, which is conditioned 
by the present land system, that gives J. R. D. Tata the 
confidence to face the mighty overseas competitors. 

The same theme was discussed by Geoffrey Tyson, editor 
of the British financial weekly in Calcutta, Capital, at a recent 
meeting^in London. 

Decrying the rise in nominal wages during the war years 
(thouglv real wages are lower today even according to official 
admission), he said, “India has become a high cost producer 
in precisely those branches of production^ where her supre¬ 
macy had been established by the low cost of her manufacture^ 
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and her position as an exporter of jute manufactures, cotton 
piecegoods, coal and plantation products has been weakened 
by rising costs of production. A good deal, but not all, of 

this was attributable to.increases in the remuneration of 

labour, which, it had to be admitted, was even now very 
poorly paid, judged by Western standards.-...’^(Hindustan Times, 
July 31, 1951) 

Princely India— colonial hinterland 

Similarly also with the ‘native states.’ These regions serve 
as a sort of colonial hinterland for the Indian monopoly. 
This had been sharply noted down even in an ojflSicial publi¬ 
cation under the White bureaucracy. “...There has been a 
pronounced tendency,” says a Government of India monograph 
published in 1945, “for new enterprises to be attracted to 
Indian States, owing partly to the various inducements offered by 
the State Qovemments and partly to the low level of rents and 
wages there. The possibility of escaping the incidence of high 
taxation in British India is an additional inducement. If an 
increase in factory employment can be taken as an index of 
industrial expansion, nearly 33 per cent of total expansion 
between 1921 and 1939 took place in (native) states, parti¬ 
cularly Hyderabad, Mysore, Baroda, Kashmir and Central 
India states. The rate of expansion in the states was also 
higher than in British India.” (Location of Industries^ Govern¬ 
ment of India, p.7. emphasis mine—A.R.) 

The above publication shows that the rate of expansion in 
British India varied from 10% in Bengal to 56% in Madras, 
while in the states it was at the lowest 88% in Hyderabad and 
712% at the highest in the case of Bombay States. This was, 
as correctly pointed out in the above brochure, due to the low 
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level of wages and tent and lower rate of taxation there than 
in British India. 

During this period the Birlas and the Dalmias opened the 
subsidiaries of their managing agency firms in Gwalior and 
Rampur respectively. It is out of the consideration of the 
above^noted factors that the Indian big bourgeoisie at the back 
of the present collaborationist regime is wedded to the policy 
of ‘Bismarkian’ national unfication and Stolypin agrarian 
reforms, i.e., the preservation of the essential features of the 
present semi^feudal system and opposition to thorough^going 
democratic reorganisation. 

That is why in spite of heavy drainage through large food 
and raw material imports, due to rapidly deteriorating 
agriculture, the Nehru Planning Commission does not 
contemplate the redistribution of land. Instead, it plans for 
bringing about increased food production through some 
expansion in the irrigation system and introduction of a few 
tractors with American “aid’\ 



CHAPTER IX 

FEATURES OF INDIAN MONOPOLY CAPITAL 

So far we have almost exclusively concerned ourselves with 
the study of the present stage of concentration in industry and 
finance and the fusion between the two. We have also endea^ 
voured to find out the links that bind Indian monopoly 
capital with the State, British finance-capital and the feudal 
interests. 

Now we propose to briefly indicate the specific features of 
the historical evolution of monopoly capital in India and the 
main trends of its future development. 

The specific features of Indian monopoly capital distinguish 
it in many respects from both metropolitan finance-capital 
and compradore bureaucratic monopoly capital that had 
developed in China. 

Let us first note the differences between the finance-capital 
in the West and the Indian monopoly capital. 

Difference from metropolitan finance-capital 

Firstly, in the West, the monopoly stage arrived, generally 
spealdng, after capitalism had played its historically pro¬ 
gressive role by freeing the society in varying degrees from the 
shackles of feudalism and by developing the productive forces 
to an unprecedented level. 

Though capitalism in India has about a century’s history 
behind it, it has failed in both the above respects. 

The agrarian system under the burden of heavy feudal ex¬ 
ploitation is today cracking before our eyes. A country, in 
which about threerfourths of the population are engaged in 
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agriculture, has been chronically suffering for a long time 
from huge shortage of food and raw materials. The whole 
nation today is on a semistarvation ration in spite of large 
food imports from outside. 

Capitalism in India has utterly failed to develop the 
productive resources of the country, the potentialities of 
which are universally admitted. 

Secondly, in the West, finance-capital has developed on 
the basis of its mastery over the home economy, while in 
India the historical evolution of capitalism was conditioned 
by the domination of British finance-capital ; even today key 
positions and a highly important share in the Indian economy 
are still held by British finance-capital. 

Thirdly, in sharp contrast to the metropolitan finance- 
capital, the monopoly capital in India, as the following official 
admission would show, has no solid base of producer goods 
industry in the country. On the contrary, it is almost exclu¬ 
sively dependent on others—today the Anglo-American 
Bloc—even for the replacement of its worn-out machinery, not 
to speak of further expansion. 

“Industrial development has, as might be expected in an 
under-developed country, so far been confiined largely to con¬ 
sumer goods industry producing articles of general consumf)tion, 
like cotton textiles, sugar, salt, soap, leather goods and paper. 
In respect of many of these commodities the productive capacity 
of the country is adequate to meet the existing demand, 
industries manufacturing ‘intermediate products’ such as steel, 
cement, power alcohol, non-ferrous metals, chemicals etc., 
which form the raw materials for other industries, has also 
been established. But, except for cement, their productive 
capacity is much below the requirements. During the war 
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and the post-war period, new industries manufacturing a 
variety of consumer goods like, bicycles, radios, automobiles, 
electric fans and domestic appliances have been set up and 
with the establishment of a ship-building yard and of plants 
for the manufacture of machine tools, deisel engines, textile 
machinery and locomotives, a beginning has been made in 
the direction of capital goods industry. Several of these war 
and post-war industries are, however, 5>till in the process of 
development. On the whole, it seems that while the consu¬ 
mer goods industries are well established, ^producer goods* 
industries have lagged behind.** (The First Five-Year Plan, A Draft 
Outline, p. 146 ; empahsis mine—^A. R.) 

Fourthly, the period in which Indian monopoly capital 
‘matured’ through the evolution of financial monopolies is 
also the period in which its industrial base underwent heavy 
depreciation. Upto 1943, the share of the Indian banks in 
the total bank deposits in the country was less than the joint 
shares of the foreign (exchange) banks and the Imperial Bank 
of India. It was only during the closing part of the war 
that Indian banks came to hold a share of the bank deposits 
that was bigger than the combined shares of the exchange 
banks. Imperial Bank and the Allahabad Bank (a subsidiary of 
the Chartered Bank of India and Australia). In the same 
period, due to the reckless overworking, the plants and 
machinery of the Indian industries underwent heavy deprecia¬ 
tion which is yet to be made up. “The capital equipment of 
the pre-war industries was strained,” says the Report of the 
Fiscal Commission, 1949-50, “to the maximum during the six 
years of the war. Many factories were working extra shifts 
and there was continuous deterioration of plant and machi¬ 
nery, due to ^ant of proper maintenance and replacement. 
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This position still continues, and at the present level of costs, 
most of the industries find it difficult to undertake largescale 
replacement of worn-out plant and machinery.*’ (Report of 
Fiscal Commission, 1949-50, p. 22). 

Fifthly, the partition of India has further weakened the 
economy of the country by depriving it of its natural source 
of food and raw materials for the two most important indu¬ 
stries, namely, jute and cotton textiles, and a large chunk of 
the home market. 

The last, but not of the least importance, is the fact that 
while in the metropolitan countries, it was possible for the 
finance-capitalists to bribe a section of the workers at home 
by throwing a few crumbs of the huge tribute they extorted 
from their colonies, the development of Indian monopoly 

capital has taken place on the basis of the most ruthless 
exploitation of the ‘colonial* labour at home. 

Difference from China’s Bureaucratic Monopoly Capital 

These are the important respects in which Indian mono¬ 
poly capital differs from the metropolitan finance-capital. It 
has important differences also with the monopolistic develop¬ 
ments in a semi-colonial country like China. 

Firstly the industrial base in India is much wider than in 
other semi-colonial countries, 

The second difference actually follows from the first. The 
bureaucratic monopoly capital in China had developed from 
the ranks of the compradore bourgeoisie, while Indian mono¬ 
poly capital has developed through the fusion of industrial 
and financial monopolies. The specific features of the 
bureaucratic monopoly capital in China has been neatly 
summed up in the following passages : ■ ■ 
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‘There are two main groups within the Chinese 
bourgeoisise, namely, the big bourgeoisie and the national 
bourgeoisie. 

“The distinction between the big bourgeoisie and the 
national bourgeoisie in China was made clear by Comrade 
Mao TseTung when he wrote in 1939 : 

“The bourgeoisie is divided into two different 
' groups. One is the big bourgeoisie which is ^ 
compradore in nature, and the other is the national 
bourgeoisie* 

The compradore big bourgeoisie directly serves the 
imperialistic foreign capitalists who, in turn, support 
and nurture this class. Hence it is closely related to 
the semi^feudal elements in the rural districts*... 

“...Since the national bourgeoisie is oppressed by 
imperialism, and restricted by the remaining feudal 
elements, thus it clashes with imperialism and the 
remaining feudal elements....*’ (Mao Tse-Tung in The 
Chinese Revolution and the Communist Party of China) 
‘Who are the Chinese big bourgeoisie ?* 

“The Four Big Families—Chiang, Soong, Kung, 
and Chen—during their twenty years of power have 
amassed enormous capital worth ten to twenty billion 
American dollars and have monopolised the economic 
lifedine of the entire country. This monopoly capital 
merged with state power becomes statC'^monopoly 
capitalism. Monopoly capitalism intimately merged 
with foreign imperialism and domestic landlord class^^ 
and old type rich peasants, become^ compradorCy 
feudal, state monopoly capitalism* This is the eco^ 
nomic foundation of Chiang Kai^sheks’s reactionaty^ 




108 


Monopoly Capital 


regime...This capital is popularly called bureaucratic 
capital in China. This bourgeoisie is called the 
bureaucratic bourgeoisiei.e.,China’s bigbourseoisie...?” 
(Mao Tse-Tung; Present Situation and our Task) 

“ *The bureaucratic capitalists, as represented by the four 
big families of Chiang, Soong, Kung, and Chen, never developed 
any industry of their own (Emphasis mine—^A. R.). They 
appropriated the property of the labouring people, and in 
part of the national bourgeoisie, to swell their ill-gotten 
capital, chiefly by means of their traitorous collaboration with 
foreign imperialists, by means of the state apparatus under 
their control, especially their extensive network of financial 
organisations, and also by means of an openly predatory 
policy...Thus the bureaucratic capitalists became the big 
bourgeoisie and the national bourgeoisie assumed the position 
of the middle bourgeoisie...” (‘The National Bourgeoisie in 
•the Chinese Revolution”, by Yu Huai, People’s China, Peking, 
January, 1950) 

“The rise of the Big Four Families”, it is stated in another 
authoritative work on the subject, “and the nature of their 
financial and business enterprises reveal the fact that their 
economic wealth was amassed through super^economic political 
coercion and predatory, speculative scheming and conspiracy. 
When the control of the financial field was consummated 
during 1935 and 1936, China’s private industry was confronted 
with a new crisis which was an occasion for them to employ 
their political coercion to conquer the industrial field.” 
•<Emphasis mine—A. R.) 

It will be se^n from the above that the monopoly capita¬ 
lists in China, represented by the four families, sprang from 
the compradore bourgeoisie and had taken no part in the 
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industrial development of the country. When in power^ they 
utilised the state apparatus under their control to rob the indus^ 
trial bourgeoisie and grab the holdings of the latter, and through 
this process came to occupy the monopoly position, fhe 
Indian monopolists, on the other hand, as we have seen earlier, 
have an industrial base, which they could develop to the 
present level only by utilising the pressure of the national 
movement to extort concessions from the imperialist rulers. 
They had developed into monopolistic formations before they 
came to control the state apparatus. It is only by utilising 
their position as the natural leaders of the Indian bourgeoisie 
that the India monopolists came to power. This is a basic 
difference between the Chinese bureaucratic monopoly capital 
and Indian monopoly capital. ^ C / ^ ^ / 

To sum up, the specific features of the historical develop¬ 
ment of Indian monopoly capital show that it differs radically 
from the bureaucratic compradore monopoly capital of the 
Chinese pattern, and is better characterised as the colonial 
version of finance^apital. 

Now, what are the trends of its future development ? 

We have seen in the earlier chapters that Indian monopoly 
capital is closely linked up with feudalism and British imperial 
capital in India—the two stumbling blocks in the path of capi¬ 
talist development of the country. Let us see the attitude 
taken up by the monopoly capitalists on these two questions. 

Attitude towards Agrarian Revolution 

The following passages from the written evidence submit¬ 
ted by the various Chambers of Commerce to the Fiscal 
Commission—^^1949-50, clearly reveal their attitude towards 
the agrarian revolution : 
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The Commission had put the following question ; 

‘‘What are the improvements in our agriculture and mining 
that you would consider urgently necessary as a support for 
any policy of intensified industrialisation 

The following were the replies received. 

“It is too late in the day to reiterate that India must be 
selfsufficient in food by mechanising and/or modernising the 
agricultural industry* It is admitted on all hands that unl^s 
foodgrains are made available at a cheaper rate the high cost 
of labour and raw materials will make intensified industria¬ 
lisation almost inpossible. The various improved methods'" 
of cultivation and measures that are called for an increase in 
the yield and acreage are well-known but the Chamber feels 
unless a special corps of officers responsible for increased production 
in their respective zones is created and a short term programme 
launched with a view to assisting the man behind the plough, 
practical results in spite of mechanised cultivation of certain 
areas may not be achieved particularly in the matter of making 
foodgrains available at a cheaper price. Regarding nonfood 
crops measures are also necessary for crop planning and 
scientific storage in rural areas.” (Evidence by the Bharat 
Chamber of Commerce, Report of the Fiscal Commission, Vol. 
2. p. 76 ; emphasis mine—^A.R.) 

“The first objective of our agricultural policy should be to 
increase the total volume of agricultural production. For 
this it is necessary to (a) extend the area of cultivation and 
(b) to increase the per acre yield of crops. Any- extension of 
the area would necessarily mean reclamation of the non- 
cultivable land and making them fit for culiyation by provision 
of water and other measures. As regards increase in the yield, 
the possibility of extensive cultivation by means of tractors 
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And intei^ve operation by introduction of better types of 
^eeds, manures, etc., should be examined. 

“The second objective is to improve the quality of our 
agricultural products, particularly, of the cash crops like raw 
jute, raw cotton, sugarcane, oilseeds, etc. 

“Third objective would be to formulate a suitable crop 
plan. 

“The fourth objective of our agricultural policy which is a 
corollary to the first, is to improve the e^ponomic condition 
of the cultivators and to free a larger proportion of the 

population of their dependence on land.(Evidence by 

the Bengal National Chamber of Commerce, Calcutta, 
Ibidy pp. 91^93) 

“.The urgent basic reform in agriculture would be to 

apply measures to increase the average yield per acre of all 

agricultural products.by way of scientific improvement in 

seed selection, application of manures, organic and chemical, 

and educating the farmer in the latest methods of farming. 

Secondly, reclamation of all waste land •••Besides, other basic 
improvements in agriculture would be a scheme of crop 
planning adapted to our industrial plan, a scheme for crop 
loan for financing agriculture, scientific storage of products 
in rural areas, their efficient marketing and distribution, 
preventing the exploitation by middlemen and the most 
important of all, the guarantee of a fair and minimum price for 
agricultural products to the primary producers. Any policy 
of intensified industrialisation will not yield results unless the 
living standards of the agricultural population are raised and 
to that end the above basic reforms must be enforced simul^ 
t^uieously*” (Evidence by Indian Merchants' Chamber, Bombay, 
Jn4p,J58) 
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On the basis of the above recommendations; the Fisdtl 
Commission which included the top notches of Indian big 
business like B- M. Birla and Ambalal Sarabhai and their 
labour lieutenant, Khandubhai Desai came to the following 
unanimous conclusion : 

“No measures for improvement will achieve successful 
results unless Governments can make the agriculturists change 
their oldtime outlook and arouse enthusiasm in them for new 
knowledge and new ways of life. There should be created in 
them a burning desire for a higher standard of living—a will to 

live better.In other words, the central problem is 

psychological not technical.All Governments 

must prepare comprehensive schemes for agricultural recons¬ 
truction to ensure increased production and a substantial rise 
in the standard of living of the rural population. Included in 
these should be the following: 

“Firstly’, there are major irrigation and hydro-electric 
projects and minor irrigation schemes. 

^'Secondly, there are measures for improving agricultural 
methods by organising research on a much wider scale than at 
present. 

/^Thirdly, there should be carefully devised subsidiary 
occupations and cottage and small-scale industries suited to 
different regions. 

“Fourthly, marketing and storage arrangements should be 
improved. 

Fifthly^ are the problems connected with agricultural 
finance including price support measures when needed. 

“Sixthly, are allied measures like reform of land tenures^ 
rural education, communications, etc.’' {Ibid, pp. 86^90) 
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It will be seen that these worthy students of India’s agra¬ 
rian crisis made any number of ‘profound’ formulations like 
‘the central problem is psychological, not technical’, or ‘the 
solution lies in continued and sustained efforts, particularly 
on research to augment the yield on the lands, and suggested a 
number of practical steps like the appointment of a ‘special 
corps of officers responsible for increased production’, ‘for¬ 
mulation of a suitable crop plan’, improved ‘marketing and 
storage arrangements’, etc. None of the various chambers even 
touched the question of land relation. And, the Fiscal 
Commission satisfies its ‘democratic’ conscience merely by 
not forgetting to refer to ‘allied measures like reforms of land 
tenures’. 

The final working out of the ‘allied measures like reforms 
of land tenures’ was left to the Planning Commission under 
the Chairmanship of Prime Minister Nehru, which has defini¬ 
tely turned down the proposal for distribution of land : “The 
available administrative machinery is in no position to cope 
in any systematic manner with the problems of acquisition 
on the vast scale which appears to be contemplated (in the 
demand for redistribution of land—A. R,). The distribution 
of land acquired from individual owners among various 
classes of claimants—small § owners, tenants, and landless 
labourers—will present numerous practical problems invol¬ 
ving basic social conflicts .It is possible that any largescale 

and sudden attempt to break up existings holdings may give 
rise to such organised forces of disruption as may make it extremely 
difficult to bring about the very transformation in the organisation 

of agriculture whichis needed.” (The First Five-Year Plan. 

A Draft Oiitline, Government of India, pp. 99-100 ; emphasis 
mine—A. R.) 

8 
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No sensible fighter for redistribution of land ever placed 
his reliance for carrying out the task on the ‘available’ bureau¬ 
cratic ‘administrative machinery’; they all visualised tlie organi¬ 
sation of peasants’ committees. And, there’s the rub. The 
‘break-up* of existing holdings on the one hand and organi¬ 
sation of mass peasants’ committees on the other, ‘would 
give rise to such organised forces of disruption’ as wpuld 
overturn the apple-cart of the present collaborationist mono¬ 
polist feudal regime. 

Attitude towards foreign capital 

For that matter, the Indian big bourgeoisie was never 
distinguished for its advocacy of agrarian revolution, So, its 
transformation from national reformist to monopolist reaction¬ 
ary character is better reflected in the change of its attitude 
to foreign capital. 

As late as in 1947, the Advisory Planning Board, appointed 
by Nehru soon after forming the Interim Government, had 
taken a strong stand against the unrestricted penetration of 
foreign capital in India. The Report of the above Board had 
observed : 

“The reasons for keeping the basic industries of 
the country free from foreign control and entirely in 
the hands of the nationals of the country are obvious. 
But even in the case of other industries, c.g., consumer 
goods industries, we think there are good reasons for 
similar restriction. If foreign companies with their 
vast resources, technical and financial, are allowed to 
establish themselves in industry, in the fields not 
covered at present by Indian enterprise, there is little 
chance in our opinion, of that enteri^ise being 
brought into existence even at a future date. Even 
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if an attempt is made, it would have to contend against 
formidable difficulties. It seems to us preferable 
that the goods which the country cannot produce 
later on should continue to be imported from other 
countries rather than that their local manufacture 
should be started or expanded by foreign firms. In 
the course of time, it will be possible to restrict or 
discontinue foreign imports, but foreign vested 
interests once created would be difficult to dislodge.** 
Compare the above with the following policy on foreign 
capital formulated by the Nehru Planning Commission : 

‘‘When finance is the main handicap in the pro^ 
gress of industry, a free flow of foreign capital should 

naturally be welcome. 

“By providing the necessary incentive to foreign 

investors, this (equity) form of capital would facilitate 
the flow of capital goods and bring in industrial know¬ 
how, technical personnel and business experience and 
organisation which would all be useful. The inflow 
of capital in this form, however, needs, besides the 
prospects of a good return certain assurances in regard 
to equality of treatment, facilities for transfer of 
profits, compensation in case of nationalisation, etc. 
These have been expressly provided for under the 

policy announced in April 1949. 

“.Broadly, it might be stated that foreign 

investment should be permitted in spheres where new 
lines of production are to be developed or where 
special types of experience and technical skill are 
required or where volume of domestic production is 
small in relation to domestic demand and the indige¬ 
nous industry is not likely to expand at a sufficiently 
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rapid pace. The system of joint enterprises under 
which a number of foreign concerns have established 
new industries in the country in collaboration with 
Indian businessmen appears to be suitable. 

“Besides equity capital it is also desirable to 
obtain fixed interest capital through official or quasi¬ 
official institutions such as the International Bank for 
Reconstruction and Development and the Export- 
Import Bank in the U. S. A. The International Bank 
has already granted loans amounting to 62*5 million 
dollars to India, but these are for agricultural and 
power projects and for purchase of locomotives. The 
bank should be invited to consider financing of 
specific industrial schemes of high priority requiring a 
large amount of foreign exchange for purchasing 
machinery and equipment*” (The First Five-Year Plan, 
A Draft Outline, pp. 159-60) 

The contrast between the above two policies in regard to 
foreign capital is too obvious to require any emphasising. 
While the previous Planning Board totally ruled out the pene¬ 
tration of foreign capital in the basic industries, the Nehru 
Commission particularly welcomes it (‘new lines of produ¬ 
ction^ ‘where special types of experience and technical skill 
are required’)* While the former was afraid of the conse¬ 
quences of allowing the foreign companies with their vast 
resources, technical and financial, to establish themselves 
in the fields not covered at present by Indian enter¬ 
prises* the latter has no hesitation to ‘permit’ it. While even 
in highly developed industrial countries, private giant mono¬ 
polies like the L C. I., 1. G. Farben, and Duponts dare not 
openly link up with each other, the ‘National’ Planning Com*^ 
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mission in India offers its blessings to the marriage of the 
pigmies like Tata, Birla, and Sarabhai with the world mono^ 
polies like the 1. C. I, Nuffield, and Squibbs. '' 

Stagnation of the Economy 

Another characteristic trend is the stagnation in the econo^ 
mic life even compared to the extremely slow tempo of the 
industrial development during the direct and obstructive rule 
of British Imperialism. In a special article in G. D. Birla’s 
Eastern Economist, the author says : 

.The most significant feature of Indian industrial 

production.is the steadiness of its growth and the absence 

of any major fall or setback to production. In the light of 
this trend, the post-war decline, first in 1946-48 and again in 
1949-50 is unprecedented in its proportions. Is this the 
result of a break-down in the inherent resilience it had acquir¬ 
ed in the past or the presence of any new factor in the 
situation 

After formulating the above question, the author himself 
works out the answer : 

“The position today, despite the increase into Rs. 554 
crores of the paid-up capital of joint-stock companies has 
been one of stagnation which has been the result of a number 
of factors. ‘The fear of foreign competition is no longer a 
vital element in staying back further expansion, as the sellers’ 
market of the war years arid the import controls thereafter 
have provided a fairly secure market. Except where other 

*The result of this welcome*tO'fareign capital policy is reflected in 
the administrative Report of the Ministry of Commerce & Industry, 1951- 
5Z. Accordii^ to the above report a total of 21 factories only came into 
existence during the year tinder review. Of this, as many as 18 were 
connected with foreign monopoly interests of either British, or American, 
or German, or Japanese, or Swiss origin. (See pp. 6-10 of the above 
Report) 
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factors like the physical shortages or dearness of raw mate^ 
rials are responsible for lags in production, stagnation is 
largely due to the prevailing feeling that there is no market 
for additional production. That feeling came over textiles 
last year and there have been heard similar views regarding 
other industries like cement and sugar. By barely achieving 
self sufficiency in the sense of producing enough to meet the 
demand at existing prices, Indian industries seems satisfied 
that there is little to do except to conserve the gains using 
protection, if necessary, even for the bare maintenance of 
the level achieved. This involves an unfortunate abdication 
of the role of private enterprise ; industry has lost sight of 
the opportunities that exist in expanding the market by 
expanding productivity and reducing costs, and feeling like 
Alexander that there are no more worlds to conquer.’^ (‘The 
Course of Industrial Production’, The Eastern Economist, 
January 20,1950) 

This stagnation in the economic life is basically due to the 
extremely narrow limits of the home market, which again is 
the result of the pauperisation of the peasantry imder semi- 
feudal conditions. 

Incapable and unwilling to remove by carrying out radical 
land reforms this basic limitation to expanding economy and 
faced with the growing problem of realisation, the most 
reactionary section of the Indian big business is found to be 
begging for the crumbs from the table of the Anglo-American 
imperialists in the shape of a small share of the latter’s 
armament contracts. Thus The Eastern Economist, organ of G.D* 
Birla, pleaded in a leading article entitled *India in the Crisis* : 

*‘The place of India in the crisis should be set against BtU 
tain’s incapacity to undertake further rearmament herself. 
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There is no reason why some at least of the orders which are 
unloaded off Britain should not be placed in India. This 
applies particularly to the engineering and ordnance section 
in the country. To the extent that off-loading is required to’ 
extend British exports to the dollar area, cannot orders be 
transferred with the requisite steel to idle capacity in India ? 
The proposal made more than once in the pages of the 
Eastern Economist has not been examined with the detail it 
deserves. It is sincerely to be hoped that the Finance Minister 
will suggest it again as a means by which, while conserving the 
armed strength of the Commonwealth, a means can be found 
to extend dollar exports from Britain. A figure of four 
hundred million dollars by shifts of production inside the 
area should not be beyond the realm of speedy attainment.’^ 
{The Eastern Economist, January 18, 1952). 

Speculation and Blackmarket 

Fourthly, with the stagnation in productive activity, the 
Indian big business is increasingly resorting to speculative and 
blackmarket practices. The phenomenon is described in a 
rather mild words in the first pragraph of a pamphlet published 
by the Ministry of Finance, Government of India. *‘The special 
conditions,” it says, ‘‘prevaling during the war and the years 
immediately following it brought in a number of problems for 
the Government. One such was the accumulation of large 
profits in the hands of people who took advantage of the 
numerous Government contracts or circumvented the 
various control regulations. Such profits were mostly 
unaccounted for* with the result that they were never showq 
in the account books, no tax was paid and the money usually 
went towards feeding the black-market and adding to inflation.’! 
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(Rs. 103,00,00,000 Come Out Into Open, published by the 
Ministry of Finance, G. O. I, p. 1 ) 

‘The total concealed income’* unearthed by the Govern¬ 
ment up to May 31, 1952, it is reported in the above 
publication, amounted to “about Rs. 103 crores.” 

The 10 figure sum noted above, though very big in itself 
really represents a fraction of the total profits of the black- 
market operations. 

It is not the place to recount in details the shameless loot 
of the Indian people through what is euphemistically called by 
the capitalist press, as ‘sugar muddle’ or ‘cloth scandal’, etc. 
In each of these ‘deals’, the sugar and textile magnates netted 
in, according to estimates even by their kept press, a neat sum 
of about Rs. 100 crores. The following specimens of ‘self- 
critical’ analysis by the leading lights of the Indian big business 
world, occasioned by the recent slump, clearly reveal the 
extent of hoarding, profiteering and blackmarket activities. 

“Mr. Cowasjee Jehangir, Chairman of the Bank of India 
(the third biggest bank in India^—A. R.) described the present 
crisis in the markets as ‘man-made’ and said it was not due to 
excessive production—industrial or agricultural. Addressing 
the annual general meeting of the Company, he said, he 
personally felt that the crisis could not last long and commo¬ 
dities must find their own level at lower rate than that which 
prevailed before, thus giving a shock to blackmarketeers and 
hoarders who must learn the lesson that anti-social activities 
are not always an easy method of accumulating ill-gotten 
wealth.” (Hindustan Times, March 28, 1952) 

Writting under the caption ‘Why this Price Debacle ?* the 
Bombay textile magnate, C. B. Metha said : 

“It has been an open secret that for the last two years a few 
Operators have been cornering different’^ commodities at 
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different times takmg advantage of their short supplies. They 
have made huge profits as a result of artificial price manipulations. 
As a matter of fact, this process has been going oti for quite a 
long time and governments—both Central and State—^have 
been watching the situation rather helplessly.** (Hindustan 
TimeSy March 7, 1952, emphasis mine—A. R.) 

“Take for instance, mercury.** Mehta continues, “The 
consumption of the commodity in India is about 2,000 barrels 
per year ; the stock in India is around 25,000 barrels. In the 
same way, colours, chemicals, and staple fibres and other 

imported articles have been overstocked.*’ 

Even B. T. Thakur, General Manager of Birla*s United 
Commercial Bank characterised the situation as a “parayltic 
shock to markets due to excessive and senseless speculation.** 

(Hindustan Times, March 7, 1952,) 

Naturally, this parasitical speculative trend finds its worst 
expression on the stock exchanges and war provides it with the 
most favourable background. That is why, as the following 
cynically frank admission by the big business press would 
show, tne Indian stock exchanges are so keenly sensitive to, in 
fact, apprehensive of any peaceful sokition of the Korean war. 

Writing about the reaction of the dismissal of General Mac- 
Arthur on the Calcutta Stock Exchange, the City Reporter of 
The Statesman, Calcutta, wrote : 

“For the whole of Thursday, the market was in the grip of a 
morbid fear that peace might break out at any moment. But on 
Friday morning there were more reassuring advices from New 

York . Happily, all the facts in the situation go to show 

that, irrespective of chancy fortunes of individual soldiers, 
rearmament and ^collective security are geared to long-term 
objectives.** (The Statesman, April 16,1951 ; emphasis mine— 
A, R.) 
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No explanation of its sinister implications is necessary. 

Again towards the end of June, the Statesman reported: 

‘The Calcutta Stock Exchange showed considerable weak¬ 
ness today on account of the fresh peace moves to settle the 

Korean conflict..^. Statesman, June 26, 1951 ; emphasis 

mine—A. R.) 

t- 

“Fears of falling commodities,’* The Statesman of the same 
date reported about the Bombay market, “in the event of a 
sudden end of the Korean war unnerved speculators and prices 
all down the line declined steeply in hectic dealings.” 

“Day to day prices,” reported the Financial Columnist of 
Birla’s Hindnstan Times on a later date, “in fact, have been 
moving under the steam somewhat laboriourly generated by 
frequently fanciful constructions in international developments, 
pointing at one time more towards war and at another more 
^towards peace. The parleys at Pan Mun Jon, in other words, 
have been doing service as the principal, but meagre source of 
inspiration for the operators in Calcutta, Bombay, and 
elsewhere.” {Hindustan Times, November 1, 1951 ; emphasis 
mine—A.R.) 

A more candid confession of utter bankruptcy and 
perversion of the Indian monopoly capital cannot be imagined 
from the mouth'piece of one of its leading spokesmen. 

Expansioiust aims 

Lastly, the Indian monopolists have begun to seek more 
profitable pastures abroad particularly in South East Asia and 
Africa. 

According to the Census of Indians Foreign Liabilities and 
Assets referred to earlier, on June 30, 1948, the total value of 
Indian investment in Burma, Malaya, French Indo-Chlna, 
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Ceylon and Thailand stood at Rs. 64'’70 crores. The table 
below shows the distribution of the total investment among 
various spheres of business activity. 

Table XXH 

Indian Investments in South East Asian Countries 
Form of Investment Value in Rs. '000 


Proprietory Interests in partnership firms 1,45,55 

Land & Estates 42,62,00 

Buildings 13,29,9fi 

Factories 33,96 

Mines 3,22 

Government &. Quasi-govemment securities 37,29 

Shares &. Debentures 6,58,11 


Total 64,70,09 

In recent years some of the Indian banks have opened 
branches in these countries, for example : 

The Indian Bank Ltd. has branches at Singapore, Kuala 
Lumpur, and Penang. 

The exchange Bank of India & Africa has branches at 
Aden, JafFna, Colombo, Dat'Cs, Salam, Mombasa etc. 

The Indian Overseas Bank Ltd, has opened branches at 
Rangoon, Colombo, Ipoh, Kuala Lumpur, Penang, Singapore, 
Malacca and Bangkok. 

The United Commercial Bank Ltd. of the Birla House has 
branches at Penang, Singapore and Hongkong. 

“A prominent Indian banker” reported The Eastern 
Economist, in the issue of the journal dated January 25, 1952, 
*‘who had occassion to conduct a tour of the countries of 
of South East Asia recently, has arrived at reassuring conclu* 
sions in his analysis of the position of Indian banks in ibis 
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region.A real progress is being registered since the end of 

the war* This is a corollary to the growth of Indian business 
abroad, which has necessarily created a fresh demand for 
credit facilities. ...The change in political climate, of course, 
has brought Indian banks a new status and their activities are 
fairly expanded in Burma, Thailand, Malaya and Hongkong. 
Further development of our banks in the international sphere 
would mean not only an addition to our invisible exports, 
but a positive accomodation for Indian business abroad and 

its expansion.Greater credit facilities for the expanding 

requirements of Indian banks in other countries can only 
suitable be encouraged by the Reserve Bank.” 

While a major part of India’s trade with the western 
countries remains the monopoly of the foreign, mainly British, 
banks in India, the Indian bankers are seeking crumbs from 
the table of the imperialists in the South East Asian countries. 

The drive for expansion overseas is also explicit in the 
case of Indian insurance business. “Indian insurers in the 
last few years,” it is reported in a special article in the Supple¬ 
ment to Capital, Calcutta, dated December 20,1951, “have 
been making vigorous efforts to enter new pastures in the 
foreign markets, both in the life and general branches. A 
number of Indian companies undertake foreign business now 
and still others are exploring overseas markets. The Reserve 
Bank of India, no doubt rightly, exercises restraints in accord¬ 
ing permission for this but nevertheless the expansion of 
foreign business has been considerable. Indian companies 
are doing life business on a substantial scale in Singapore, 
Malaya, Ceylon, British East Africa and Burma and they 
are also exploring the field in Siam and other Far Eastern 
countries. 
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“In general business there has been noticable expansion 
abroad and Indian insurers are now doing business in Canada, 

Iran, Egypt, Iraq, Pakistan and Japan.” According to 

the above source the amount of new life business of the 
Indian insurers, secured overseas, increased from Rs, 5.51 
crores in 1947 to Rs. 7.95 crores in 1949-1950 and non-life 
business from Rs. 2.11 crores in 1947 to 3.94 crores in 1949. 

A clearcut formulation of this new trend was made by Lala 
Lakshmipat Singhania of the J. K. Industries group when in 
the course of his presidential address at the last annual general 
meeting of the shareholders of the National Fire and General 
Insurance Co. Ltd., he said : 

“We believe in expansion. We are already established in 
hve countries outside India and we are still continuing our 
efforts in this direction. We have recently applied for per-* 
mission of the Exchange Control authorities to operate in 
Holland and Belgium and also to extend our operations in 
Egypt. Not only thereby do we help the economy of India 
by increasing invisible exports but we also thereby build our 
business on a more broadbased foundation.’^ The Statesman^ 
Calcutta, September 27, 1951, emphasis mine—^A.R.) 

It should also be remembered that apart from more than 
Rs. 200 crores, which Burma and Pakistan owe to India as 
seperation debts the Indian Government extended a loan of 
Rs. 5 crores to Thailand in 1946 and Rs. 1 crore to Burma 
in 1950. Negotitions for a loan of Rs. 15 crores to Nepal 
are at present under way. 

This short study of monopolistic development of the 
Indian big bourgeoisie can be concluded with the following 
indictment, spirited though confused, in the leading article 
in the Amrita Bazar Patrika (Allahabad edition) which is one 
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of the oldest nationalist dailies and staunchest supporters of 
the present day collaborationist Congress Raj. 

Writing under the caption, ^Crisis in Industry', on the call 
issued by Dr. J. C. Kuroarappa to the Indian people “to use 
‘Swadeshi' products as they did during the days of Non-co- 
operation", the Patrika says: 

“This is a cry in the wilderness. It will evoke no respon¬ 
sive echo in the hearts of India's millions. The spirit of 
Swadeshi has melted away. 

“In India the spirit of Shadeshi is dead beyond recall. Dr. 
J. C. Kumarappa will have to find a magic wand if he wants to 
revive it.... 

“The spirit of Swadeshi is not merely dead in India. 
Something worse has happened. The spirit of Swadeshi 
which was born out of love of the country including its strugg¬ 
ling industries has given place to disenchantment and disillu¬ 
sionment. The prevailing feeling today is that the Indian 
industries which have been nurtured by the sacrifice of 
Indian's millions, did not play fair and are not playing fair 

to the people of India.how India's principal industries, 

cotton textile and sugar, behaved in the months following 
decontrol (in 1947-48). The textile industry and trade had 
‘betrayed the country' the Prime Minister shouted, With 
derationing the price of sugar jumped from Rs. 20 a maund 
to Rs. 35 a maund. In 1951-52, the sugar industry attained 
an all time record in production but the commodity sells at a 
price nearly double the price in other countries. There is 
a talk of sugar surplus and the industry is urging the Govern¬ 
ment to subsidise the export of sugar at the cost of the Indian 
consumers, Cloth production too has gone up but what boots 
it to the masses. They are as ill-clad as ever. The per capita 
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consumption of cloth is not more than 12 yards per year. 
There are millions of consumers who would heave a sigh of 
relief if the Government could be persuaded to let in sugar 
form Cuba or textiles from Japan. All talk of Swadeshi in 
the present mood of the people sounds almost ironical. 

“There is a ‘crisis in our industry*. There is no denying 
it. But who or what have brought about this crisis 1 Is not 
talk of overproduction in a country which is practically tin the 
threshold of industrialisation and which offers so incalculably big a 

market a symptom of the disease that has striclten our economy ?.’’ 

(Amrita Bazar Patrika, August 5, 1952; emphasis mine—A. R.) 

Yes. It is the disease of monopolistic development. It 
can and must be cured in the struggle for the establishment 
of a Peoples’ Democratic system in India. 
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Appendix A 

Directors of 4 Big Banks 

AND THEIR MULTIPLE DIRECTORSHIPS 

Name of the Bank Direector Other Directorships 

A. 

1, 

Bank of Baroda 

Tulsidas Kilachand 

14 

2. 

R. D. Birla 

12 

3. 

Kantilal Nahalchand 

5 

B. 

4. 

Bank of India 

Sir Cowasji Jehangir 

11 

5. 

Ambalal Sarabhai 

15 

6. 

Sir Joseph Kay 

13 

7. 

D. K. Daji 

16 

8. 

Ramniwas Ramnarain 

12 

9. 

Sir Santidas Askuran 

10 

C. 

10. 

Central Bank of India 

H R Mody 

6 

11. 

D. Romer 

7 

12. 

Vithaldas Kanji 

8 

13. 

D. M. Khatau 

25 

D. 

14. 

United Commercial Bank 

G. D. Birla 

14 

15. 

M. L. Dahanukar 

11 

16. 

Adamji Haji Dawood 

9 

17. 

Baijnath Jalan 

24 

18. 

Navinchandra Mafatlal 

34 

19. 

Madanmohan Ramnarain Ruia 

41 

20. 

R. G. Saraiya 

8 


Total 

296 
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Appendix B 

List of Indian Life Insurance Companies with a Total 
Business of not Less than Rs. 10 Crores 


(In order of total sum insured ) 


Name of the Company 

Sum Insured 

Premium 

No. of 


and bonuses 

( Rs lakh ) 

Income 

policies 

Oriental Govt. Security 

147.68 

7,21 

651,327 

Hindusthan Cooperative 

63,78 

2,91 

307,049 

New India Assurance 

47,47 

2,57 

143,755 

Bombay Mutual 

33,61 

1,68 

172,255 

National Insurance 

29,57 

1,29 

139,606 

Lakshmi Insurance 

18,35 

92 

83,215 

United India 

17,52 

86 

86,853 

Metropolitan 

16,50 

87 

99,216 

Bharat 

16,32 

83 

71,453 

Western India 

14,30 

70 

92,360 

Industrial & Prudential 

14,00 

' 77 

52.226 

General Assurance 

12,58 

66 

60,217 

New Asiatic 

11,27 

59 

48,331 


( Source : Indian Insurance Yearbook, 1950 ) 


Appendix C 

Multiple Directorships held by Indian Big Business Houses 
Name of the House No. of Directorships 


1. 

Singhania Family 

107 

2. 

Dalmiadain Families 

103 

3. 

Ruia Family 

80 

4. 

Birla Family 

60 


9 
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5. Goenka Family 


55 

6, Poddar Family 


55 

7. Bangur Family 


52 

8. Jatia Brothers 


51 

9. Thapar Family 


35 


Total 

600 


(Source ; Combination Movement in Indian Industry by Dr. 
M. M. Mehta,Friends’ Book Depot, Allahabad, p. 29) 

In the above monograph. Dr. Mehta further shows that in 
1949-50, 105 persons in India together held 1,735 director¬ 
ships. Of these, 50 Indians in the Indian controlled concerns 
together held 926 directorships, and 55 persons in the British 
controlled concerns held a total of 829 directorships ; of 
these 55 persons again, 15 were Indians (guinea-pig directors) 
who held a total of 247 directorships. {Ibid, Tables IX, Si X) 


Appendix D 


According to information contained in the monograph 
‘Combination Movement in Indian Industry’ by Dr. M. M. 
Mehta of the Allahabad University, the following 12 business 
houses control and manage 65 cotton textile factories : 


Name of the House 

1. Birla 

2. Kasturbhai Lalbhai 

3. Mafatlal Gagalbhai 

4. C. G. Parekh 

5. Sassoon 

6. Tata 

7. Motilal Hirabhai 

8. Sankarlal Balabhai 


No. of Cotton mills controlled 

7 

7 

7 

9 

5 

4 

5 
5 
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9. Haridas Acharatlal 5 

10. Thackersey 4 

11. Ruia 3 

12. Singhania 4 

Total 65 


(Source : Combination Movement in Indian Industry 
by Dr. M. M. Mehta, Friends’ Book Depot; Allaha- 
bad, pp. 1M3) 


Appendix E 

Newspapers owned and controlled by Birla and 
Dalmia houses 

Birla House Dalmia House 


Hindustan Times (Delhi) 

Hindustan (Hindi) ,, 
Searchlight (Patna) 
Rastravani (Hindi) ,, 
Leader (Allahabad) 
Eastern Economist (Weekly, 
Delhi) 


Times of India ( Bombay, 

Delhi and Calcutta) 
Evening News 
Indian News Chronicle 
Nav Bharat Times (Hindi 
from Bombay & Calcutta) 

„ (Guzrati from Bombay) 
Satyayug (Bengali, Calcutta) 
National Call 
Sunday News 

DharmaYug (Weekly-Hindi) 
Illustrated Weekly of India 
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